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“DO NOTHING” 
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As Companies’ Positions Change 


A Special Invitation to 
responsible investors 
with $50,000 or more in 
investment funds. 
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. s carefully have you studied 1949 first quarter earnings reports 
and 1948 balance sheets of the companies in which your funds are 
committed ? 


% Have you weighed the effects of increasing competition, price cuts, labor 
costs, demand trends — in relation to the dividend and earnings outlook 
for each concern whose securities you own? 


% The coming twelve months will be highly selective. Prospeets for indi- 
vidual companies vary all the way from record income and progress— 
to probable slump. If your capital is important to you now is the time to 
take intelligent action. 


* As a first step toward placing and keeping your account on a sound basis, 
we invite yeu to submit a list of your holdings to us for a confidential, pre- 
liminary analysis—if your investment funds are worth $50,000 or more. 


* «Without obligation our staff will prepare a report pointing out your least 
attractive holdings and tell you why to sell them. Valuable comments will 
be offered on your diversification, income and prospects for capital appre- 
ciation. You will be told how our counsel could help you and an exact 
annual fee will be quoted. 


% Merely send us a full list of your securities, giving the size of your com- 
mitments, your buying prices and your objectives. All information will 
be held in strict confidence. 


Investment Management Service 
Backed by 41 Years of Successful Service to Investors 


NINETY BroAD STREET New York 4, New York 
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of strength! 


That’s the gas and electric business in 
this country! Turn page after page in 
our new review of the industry— 
“Utilities’”—and you'll see why it’s a 
business that must always grow with 
our living standards, population— 
can’t even be hurt much by depres- 
sion because houses still have to be 
heated, meals cooked, rooms lighted. 

That’s why we think there’s so 
much interest in this industry now— 
why we feel you might want a copy of 
“Utilities” yourself. 


QD It starts with a brief history of 
gas and electricity, traces their 
tremendous growth since World War 
I. Then it focuses on electricity ... 
cites facts and forces affecting cost 
trends, sales, production, outlook. 

There’s a clear explanation of the 
“peak load problem”—and how it’s 
solved ...a good look at government 
competition, the REA, and their in- 
fluence on the industry. 

Then the booklet does much the 
same thing for gas .. . stresses im- 
portant factors to consider .. . points 
up the startling expansion expected 
as natural resources are exploited. 


GB It covers government regula- 
tions on returns, tells why the 
“death clause” of the Holding Com- 
pany Act often means new life—and 
shows by actual example how earn- 
ings on the common stock capitaliza- 
tion of a utility can easily run to well 
over 10%! 

The booklet ends with some general 
advice to investors. . . lists selected is- 
sues for four different objectives... 
and gives detailed reasons for choos- 
ing each issue. 

If you already own public utility 
securities, or have “just been waiting” 
for a sound opportunity to invest, we 
think you should read “Utilities”. It 
tells a powerful story—and is yours 
for the asking. Just write— 

Department SF-42 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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The Trend of Events 


ECONOMIC CZAR... John L. Lewis, America’s 
would-be economic czar, has ordered all coal miners 
to stop work for a week. The reasons he gave for the 
step were extraordinary and quite unprecedented in 
the annals of American labor history. They are worth 
repeating for the benefit of those who may have 
missed them. Said Czar Lewis: “The magnificent 
production efforts of the mine workers during the 
current year have created menacing instability in the 
mining industry. Results are apparent in more than 
adequate tonnage for the domestic and export mar- 
ket; irregular and broken working time affecting 
some hundreds of thousands of men, while other 
mines work steadily; economic inequities affecting 
the mine workers; and a general condition of insta- 
bility throughout the whole industry. Inescapably, 
continuation of this folly will eventuate in irrepara- 
ble damage to our basic industry and the national 
economy.” The work stoppage, Mr. Lewis explains 
in his instructions to local unions, “will contribute 
constructively to the abatement of the current eco- 
nomic demoralization; it will not adversely affect 
the public interest; it will help preserve the living 
standards of the mine workers.” 

Mr. Lewis must have un- 


tion. Everyone knows Mr. Lewis’ real concern, the 
weakening of his bargaining position in negotia- 
tions for a new wage contract implied by existence 
of large coal stocks that would enable industry to 
face a coal miners’ strike with far greater equa- 
nimity than otherwise. 

Whether the one-week work stoppage will develop 
into a prolonged strike remains to be seen. Wage 
negotiations with U. S. Steel have gotten under way 
this week while southern soft coal operators at this 
writing threaten to halt current contract talks dur- 
ing the one-week stoppage. One must always bear 
in mind that what Lewis wants is conditions that 
will help him wrest greater concessions from the 
operators. Since one week really doesn’t make much 
difference, the stoppage may well continue, in the 
“public interest,”’ presumably. 

All of which is nothing new; it’s part of the 
well-known Lewis strategy. However, imagine 
Lewis’ howl of protest if the coal operators had 
sent out notice to close down the coal mines because 
of overproduction! And imagine how promptly the 
Department of Justice would order a suit filed under 
anti-trust laws alleging restraint of trade! But 
Lewis asserts the right to 





dergone deep transformation. 
The man who thought nothing 
in the past of throwing the 
nation’s economy into chaos 
whenever it suited him, pro- 
fesses sudden concern for the 
public interest, and anxiety to 
avoid damage to the national 
economy. No one of course, is 
fooled by this tender concern 
for the public and for the na- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


regulate production, and all 
that happens is that the Presi- 
dent calls him a “headline 
hunter.” 

The spectacle of a union 
leader publicly proclaiming 
the right to regulate output 
raises significant questions. 
No doubt there is an oversup- 
ply of coal and the miners’ 
union would like to create 


This 
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once more the conditions of scarcity which per- 
mitted high prices and steadily higher wages. The 
words “restraint of trade” apparently do not apply 
to labor unions. The question is: Is there no legal 
barrier to policies that bid fair to extend the al- 
ready existing labor monopoly on the hiring side, 
through the. closed shop, to the production end by 
regulation of output through “stabilizing periods of 
inaction?” 

Czar Lewis’ latest move appears to have thrown 
a monkey wrench into Democratic plans to push 
through a compromise “national emergency” labor 
law, with reaction among legislators generally one 
of indignation if only because of displeasure with 
Lewis for having complicated their already near- 
hopeless situation. Some are reported “fighting 
mad.” In our view, that is just the state of mind 
needed. Unless something is done to render impos- 
sible the type of dangerous interference Lewis 
habitually indulges in, the cause of labor is not likely 
to gain. Even Government, where “stabilization” is 
popular, must eventually wake up to the fact that the 
Lewis type is nothing but exercise of unadulterated 
monopoly. And against monopoly, there is a law 
which should be enforced—even if the violator is a 
powerful labor leader. 


$15 BILLION IN SUBSIDIES ... According to the 
Budget Bureau, the United States Government has 
paid out close to $15 billion in direct subsidies to 
farmers and business men during the last fifteen 
years and may dole out another half billion by July 
1, 1950. It is an interesting dollars and cents story 
of how much the taxpayers have shelled out to keep 
producers from losing money. Congress of course, 
votes the subsidies into law; the Treasury merely 
pays out the money. 

By far the largest share of the subsidy money 
went to farmers which will have received $10.8 bil- 
lion through June 30 for various aids to producers 
of food and fiber. Time was when $10.8 billion took 
care of three years’ of Federal budgetary outlays. 

The biggest item is an estimated $4.97 billion to 
farmers for soil-conserving practices. It includes 
payments to farmers to let portions of their land 
lie “fallow” to regain fertility, as well as other 
practices which would reduce a farmer’s income 
through temporary loss of productive use of part of 
his land. Other big items: $1.2 billion in Agricul- 
tural Adjustment Act payments for reducing pro- 
duction of crops and livestock (discontinued in 
1937) ; $4.94 billion for wartime subsidies to pro- 
ducers and distributors to keep production up and 
prices down; $397 million in Maritime Commission 
subsidies to help pay the cost of building ships and 
meet losses in operating expenses. 

This isn’t the full story of subsidies, of course, 
for it leaves out a number of Government programs 
which involve some form of Federal aid to special 
groups such as special grants, relief funds, loans 
and loan guaranties; yet the figures mentioned are 
impressive. Taxpayers will agree. What’s worse, 
there is no end to it. 

The Government has taken further steps to bol- 
ster prices of wheat, corn and other staples by ex- 
tending its price support program to make loans at 
75% of parity on wheat stored on the ground or 


held in storage previously but classified as unfit to 
meet Government requirements for the granting of 
loans. Farmers will further benefit by loans from the 
Government for the construction of proper storage 
facilities and from the Government’s assuming re- 
sponsibility for wheat damaged while stored out- 
doors. Another stimulant to markets is that the 
Commodity Credit Corporation will increase its bin 
capacity substantially. 

All of which points to further heavy drain on tax- 
payers’ pockets to take the risk out of agriculture 
and keep food costs high. As usual, it is a double- 
barreled blow to the taxpayer-consumer who has 
been holding the bag for these long fifteen years and, 
presumably, will continue to hold it so long as a 
politically minded Congress and Administration lack 
the courage to formulate and place into operation 
a more realistic farm policy. The outlook for this, 
we fear, is not good. 


‘‘PRAVDA”’ AND THE STOCK MARKET... We learn 
from press dispatches that Pravda, official mouth- 
piece of the Soviet Government, has featured the 
stock market decline in America on its front pages, 
gleefully no doubt and with tongue-in-cheek con- 
viction that the long predicted collapse of the Ameri- 
can capitalist economy is just around the corner. 
The Soviet propagandists have been forecasting a 
depression in this country so long that news of the 
market decline must have come as a face saving 
god-send, however inadequate to prove their 
contention. 

Misery of course, loves company, especially in a 
country like Russia where theye is nothing but 
misery, and the Pravda editors were probably de- 
lighted to report to their readers about the doubt- 
less vastly exaggerated economic problems of this 
capitalist nation. But we have a hunch that most 
Russians would jump at a chance to exchange their 
ration coupons for a few shares in free private en- 
terprise, even though these shares may be subject to 
sometimes adverse price fluctuation. We wonder, in- 
cidentally, how Russian stock markets, if there were 
any, would act in these times of mainly Russian- 
created troubles, or in mirroring a backward and 
inefficient economy which despite ruthless regimen- 
tation, or rather because of it, is unable to provide 
its citizens adequately even with what we have come 
to regard as barest necessities. Our guess is that 
they would be in a state of permanent depression. 

The more intelligent Pravda readers will get little 
comfort from the news about declining stock prices 
in this country which can have no practical meaning 
to them. Rather it may arouse among them wishful 
thinking of an unshackled and free economy in 
which there are no chronic shortages, no slave labor, 
no ruthless political bosses with life-and-death au- 
thority over the oppressed workers, an economy in 
which everyone has a chance to live in comfort and 
security, a state which the average Russian has 
never known. 


FREIGHT ABSORPTION ... Legislation legalizing the 
non-collusive use of freight absorption and delivered 
prices is now considered fairly certain to pass Con- 
gress during the current session. If so, it will have 
important implications (Please turn to page 306) 
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LESSON IN 


BB vitain’s mounting economic troubles and the 
temper with which they were aired at the Labor 
Party’s annual conference at Blackpool furnish am- 
ple proof of failure of the country’s socialized econ- 
omy to bring the hoped-for economic utopia to the 
laboring masses. True, the widely advertised revolt 
of the disgruntled trade unionists against the Labor 
Government’s wage freezing policy came to naught, 
but Britain’s troubles are 
thereby neither lessened 
nor remedied. , 

Fact is that pressure on 
Britain has been mounting 


‘‘CRIPPS OFFERS A GENTLE REMINDER’’ 


BY ROBERT GUISE 


SOCIALISM 


In the circumstances, the trade unionists’ demand 
for higher wages is particularly inopportune. And 
not only do they press for higher “real wages’ but 
for bigger and better Government subsidies in the 
fields of health service, food and housing, and for 
more and more nationalization. In other words, they 
continue to believe that they can have their cake and 
eat it, too. 

Thus Chancellor Cripps 
at Blackpool was forced to 
point out the hard facts of 
Britain’s situation and tell 
the party assembly that 





from the inside and out- 
side and there seems no 
easy way out. As a conse- 
quence, the political pot is 
beginning to boil with 
widespread speculation on 
the possibility of an early 





“it is no good engaging in 


ieteomt get-rich-quick policies 
ab) / Weve No TME which end in national 
- FOR THAT © 





bankruptcy and collapse. 
You cannot possibly find 
any solution to our present 
problems by juggling with 








general election which 
would put the Labor Party 


money incomes or finances 
or fiscal measures. We need 





to a severe test. The Labor 
Party is having troubles, 


and must have more and 
more efficient production 





not just with the Con- 
servatives who charge it 
with complete failure, but 
with the laboring man 
himself ; and in an election 
campaign, the long sim- 
mering row between the 
leaders and the rank-and- 
filers could blow wide open. 

British workers have 
been growing restive. They 
resent the wage freeze in 
the face of higher prices 
for foods (due to lower 
Government subsidies), 
and general dissatisfaction 
with the cost of living and 








if we are to solve our dif- 
ficulties without the loss of 
standards.” But greater 
efficiency, just now, seems 
farther than ever from the 
minds of Britain’s restless 
and dissatisfied labor 
force, as recent strikes 
and slowdowns show. 
Nor does it seem that 
trade unionist leaders are 
looking in the right direc- 
tion for possible remedies. 
They complain that they 
do not have a voice in man- 
agement of industries al- 
ready nationalized, and de- 














the level of taxation is be- 
ginning to manifest itself 
in strikes and slowdowns. 
Their movement for higher wages runs head-on into 
Chancellor Cripps’ wage-price-profits stabilization 
program based on the thesis that if Britain is to get 
on her feet economically, wage levels must stay put 
until production is much higher. The situation is ag- 
gravated by appearance of signs of growing eco- 
nomic malaise. Exports have been dropping, mainly 
because of high British prices, and rumors of im- 
pending sterling devaluation have made selling even 
more difficult. Britain, it seems, is sailing full tilt into 
a price crisis which may call for drastic action: She 
must lower her prices or else lose trade which she 
cannot afford. 

JUNE 
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Dowling in the N. Y. Herald Tribune 


mand even more nationali- 
zation than Labor Party 
leaders contemplate. And 
while acknowledging that some criticism of national- 
ized industries is justified, they ask for time in which 
to develop workers’ participation in industrial man- 
agement. Such demands are hardly apt to spurn in- 
dustry leaders to greater efforts; on the contrary 
they are likely to exhaust very soon whatever credit 
and goodwill the Labor Government has left outside 
of party ranks. 

As between Conservatives and Laborites, the issue 
is one of freedom for enterprise versus the socialist 
concept of planning for the general welfare. But that 
planning has not brought general welfare; it has 
cramped business, over- (Please turn to page 306) 











Market in Critical Test 


Whether or not there is a material further decline in stock prices right now, the accel- 
eration of the business recession implies recurrent downside tests with possibly lower 
prices and probably will work to limit any rallies to technical proportions. The outlook 
has become sufficiently dubious to call for a protective increase in reserve funds, as 


detailed below. 


By A. T. 


ye for common stocks remains restricted, 
with bids mostly under the market. That being so, 
offerings, although in relatively moderate volume, 
have been putting a rather relentless pressure on 
prices. Following nearly three months of extremely 
narrow fluctuation, there have now been substantial 
declines in the general list for three consecutive 
weeks ; and the change in market performance within 
the fortnight since our last previous analysis was 
written has become quite definite in two respects. 

First, in the five-day trading week ended June 3, 
the February reaction lows were broken by all of the 
generally used daily averages, and by our broad 
weekly indexes. Second, at the end of last week (week 
ended June 10) our composite weekly index of 320 
stocks had broken its 1947 low by a clear 3 points, to 
that degree extending, for the first time in over two 
years, the major downtrend from the 1946 bull- 


MILLER 


market high. The 1947 lows were broken, likewise, by 
our weekly indexes of 100 high-price stocks and 100 
low-priced stocks. 





With the exception of rails, which are at new lows, | 


some of the daily averages were stil hovering a shade | 


above their 1947 lows late last week. That was true of | 


the Dow-Jones industrial average, which still has a 
curiously great influence on speculative sentiment 
despite its proven limitations and aberrations. So this 
new week has opened with many hoping against hope 
that “the industrials” will again make a successful 


stand at their post-1946 lows around 163. It is highly | 


probable that the hope is vain, to judge by today’s 
market action which at the close saw the Dow Indus- 
trials below 162. The Dow average does not make the 
trend. It follows the trend — and the trend of a very 
broad cross-section of stocks, as heretofore cited, is 
downward. This interpretation is confirmed by the 
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past fortnight’s sharp change in the in- 
MEASURING MARKET SUPPORT ternal balance of the market, shown by 
TTHE NARKET 13 4 TUG-OF-WAR....CONSTANTLY SHIFTING SUPPLY @ DEMAND PRODUCES THE FLUCTUATIONS” the chart on this page. 
‘te THE MAGATINE OF WALL ST.- 1904 Sie 
nia a Business Recession Not Fully Discounted 
is 300 Through long anticipation and highly 
290 290 conservative price-earnings ratios, the 
280 280 market had already discounted the de- 
270 nab flationary economic adjustment in sub- 
oni R KS ns stantial degree. The open question, sub- 
(AS INDICATED BY TRANSACTIONS ject to answer only by a test of the 1947 
a50 AT RISING PRICES) 250 lows, was whether the discounting proc- 
240 240 ess had been completed. There were rea- 
230 sss sons why it could not by any means be 
ete taken for granted, even prior to the re- 
sits SUPPLY OF STOCKS ace cent generally unsatisfactory perform- 
210 j 
(AS INDICATED BY TRANSACTIONS ance. As we have pointed out before, 
200 AT DECLINING PRICES) 200 adverse reports, although containing 
190 190 little or no element of surprise, have been 
180 _ capable of depressing individual stocks 
_— me in most instances; and it was, of course, 
foreseeable that adverse news items 
see 160 would become more numerous as the 
150 150 business recession continued. We had 
140 140 believed, however, that a conclusive test 
130 MAGAZINE OF WALL STREET 320 STOCKS re of the market’s fortitude was more likely 
OF later in the year, when there had been 
pat ant re ek ee ee en a time for a greater shrinkage in corporate 
MAR. APR. MAY June lo earnings to develop, than in late spring 
or early summer. 


Probably what has tipped the scales 
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more than anything else at 
this time has been the down- 


: ; YEARLY RANGE 
trend in steel operations and 


1940 - ‘4 





the pronounced reaction of 100 HIeH | 100 Ms. 
steel stocks thereto; ad- arate 820 STOCKS 


vance shadows of a similar 





coming change in the auto- 
mobile situation and the 
consequent softening of 
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less reliable. Thus, in the ee ee 
early summer of last year, éo 

an intermediate rise carried 

above the top of a similar 40 i 

1947 move without an inter- 7 rl 


vening decline to new lows. 
By traditional technical rea- 
soning that was a “bull- 
market signal.” Actually, 
the further move after the 
“signal” was only some 6 
points or so in the industrial 
average. 

It could be more or less 
similar, in reverse, in this 
instance for a number of 
reasons. Sentiment is becoming excessively bearish, 
and thus subject to an interval of reversal. The reces- 
sion is still moderate. That is, production, employ- 
ment, consumer income, corporate profits and divi- 
dends, although trending down, remain much nearer 
boom peaks than really poor levels. The shrinkage in 
total dividend payments to-date has been negligible 
and it figures to be relatively small for the full year. 
Meanwhile, average current yields on representative 
industrial stocks have risen to around 7.25%, com- 
pared with extremes of 8% to 10% in serious depres- 
sions around bear-market lows. 

We do not know just how far the recession will go, 
in view of the absence of major speculative excess 
during the boom and the great basic strength of the 
country’s present financial structure. With industrial 
prices in relatively rapid adjustment, and with all or 
most of the “inflation” already wrung out of some of 
the consumer-goods industries, we continue to think 
that the general recession may be completed within 
the forepart of next year; and that the final low in 
the stock market will be seen prior to that in business. 
We believe that postwar normal for business volume, 
prices, earnings and dividends must be much above 
prewar. Finally, even if the 1947 lows did not fully 
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allow for the recession, it remains a fact that the 
degree of advance discounting, measured both in time 
and in record low price-earnings ratios, has greatly 
exceeded that ever seen prior to deflationary adjust- 
ments. So investment bids under the market might 
prove to be a better cushion over the near term than 
many now allow for. 


The Question Of A Summer Rally 


In earlier times “sponsorship” had a lot to do with 
summer rallies, especially in bear-market years when 
the object was to make a better market in which to 
liquidate large positions. In the regulated market 
summer rallies have depended more on business con- 
ditions and general market sentiment. We got spring 
and early summer rallies in 1947 and 1948 because 
previous doubts about the continuation of the boom 
had proven premature. There is no such basis for a 

rally this year, leaving it to come from an over-sold 
position and the resultant temporary technical fac- 
tors. Hence, too much should not be expected. Techni- 
cal factors will hardly be decisive in the face of pro- 
gressively worsening business news. 

We have heretofore (Please turn to page 306) 
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PART II 
By E. A. KRAUSS 


"Fix slowing down of industrial production 
operations as reflected by the progressive decline of 
production indices is eloquent testimony that indus- 
try readjustment from the high operating rates and 
record sales achieved during the period of large de- 
ferred demand and tremendous order backlogs has 
been extended on a broad front with virtually all lines 
now in a period of correction. 

Since our last survey of readjustment progress in 
our May 21 issue, the steel industry has decisively 
joined the ranks of those forced to adapt output to 
flagging demand, with the weekly operating rate drop- 
ping to 89% of capacity. New steel orders are run- 
ning below output while backlogs are shrinking rap- 
idly. Third quarter bookings are said to be slow and 
disappointing, even July books still far from crowded 
with orders as steel consumers endeavor to work off 
their inventories. 

This latest development leaves just about only two 
industries in a rising production trend: Automobiles 
and cement. Prospect for the latter industry point to 
no early change from prevailing excellent demand, 
but in autos the sellers’ market is drawing to a close. 
Buyers are no longer clamoring for cars and becom- 
ing increasingly price-conscious. The backing up of 
used automobiles with prices in a sharp decline is a 
reflection of the changes that have taken place in a 
relatively short time. 
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It can thus be said that the for- 
merly rotating nature of economic 
adjustment is now a thing of the 
past. Adjustment is general and 
varies only — because of the wide 
spacing of adjustment starts — in 
degree and prospective duration. 
As evident from the appended 
table, the industries which reached 
peak operations relatively early in 
the postwar period have with few 
exceptions continued to show de- 
clining output trends. Current cor- 
porate reports in almost every 
field attest to this. 

Still economic adjustment is far 
from completed. While it is well 
advanced in some industries, in 
others it has barely begun. Steel 
adjustment probably would be far- 
ther were it not held up, from a 
price standpoint, by the uncer- 
tainty of labor demands. Since 
steel is a basic material going into 
numerous manufactured goods, 
this state of affairs in turn is im- 
peding readjustment progress 
elsewhere. For instance, the ques- 
tion of steel prices was no small 
factor in the virtual drying up of 
demand for new freight cars, 
pointing to a sharp downturn in 
the railroad equipment industry 
once current orders are filled. 
Basic requirements for rolling 
stock are enormous but the railroads, sensing an early 
easing of steel prices, are loath to place new orders at 
current high mill schedules. They are quite willing to 
wait until the outcome of forthcoming wage negotia- 
tions clarifies the steel picture; moreover the sliding 
off in freight traffic makes placement of new car orders 
less than urgent. 

Similar price uncertainties exist in other fields 
where fourth round wage negotiations are scheduled, 
and pending their clarification, there can be no final 
action with a view towards speedy conclusion of the 
readjustment phase. Meanwhile the stages of adjust- 
ment of leading industries continue to show marked 
variations. Some, as cited in our recent survey, have 
been in a declining trend for a year or more and their 
output is now well below postwar peaks. Others have 
turned down more recently and are still operating 
close to their high points. Among the latter we find 
chemicals and oil, for instance. 






Chemical Industry Reflects General Industry Course 


The chemical industry reached its postwar produc- 
tion peak last August but the decline so far has been 
slow and moderate, reflecting the similar tempo in the 
falling off of industrial production generally. The first 
significant drop occurred in March, and with key ma- 
terials used in many manufacturing industries now 
in oversupply, the declining trend is growing. In 
view of the basic nature of the chemical industry, this 
indicates that no general business recovery is in sight, 
at least not for the near future. Were such a recovery 
trend developing, increasing buying of industrial 
chemicals would be a reliable advance clue. Right now, 
the evidence points in the opposite direction. 

The industry of course covers a lot of products, with 
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varying degrees of weakness cropping up. Caustic 
soda is the bellwether of the textile industry where it 
is used for bleaching, dyeing, printing, mercerizing 
and other processes. Industry estimates place the vol- 
ume of cutbacks in caustic soda output at 20%. Even 
this has failed to fully balance supply with demand 
as consumer inventories are generally heavy and new 
ordering is slack. Clearly demand recovery in this field 
depends greatly on the textile industry, currently “in 
the dumps.” 

An even more competitive marketing situation 
exists in soda ash, with a greater recession in demand. 
This basic material is widely used in glass making, 
in soap and rubber plants, for printing inks, paints, 
and in leather and metallurgical industries. Long a 
shortage article, prices now are soft as supply is over- 
ample. The slowdown in sales started at the turn of 
the year and gained momentum since March when the 
expected seasonal demand revival failed to materialize. 

Sulphuric acid, extensively used in the metal indus- 
tries and in oil refining, was the last to join the parade; 
producers did not start actively seeking new business 
until April. While sales haven’t dropped off as sharply 
as, for example, in caustic soda, buying pressure has 
substantially receded and there are ample supplies for 
prompt shipment in contrast with scarcity conditions 
prevailing as late as February. The same applies to 
chromic acid, a reliable indicator of plated part de- 
mands in such fields as household appliances and auto- 
mobiles, also in dye-stuffs, batteries, inks and process 
engraving. Here, too, buying has returned to a hand- 
to-mouth basis. 


All Heavy Chemicals in Buyers’ Markets 


Because all these basic chemicals are also used ex- 
tensively by the chemical industry itself, suppliers 
realize that virtually all heavy chemical lines have 
turned from a sellers’ to a buyers’ market. They are 
all in free supply whereas nine months ago, only a few 
were in barely adequate supply. In fact, surplus in- 
ventories have begun to accumulate despite produc- 
tion cutbacks. But there are also offsetting factors. 

The industry has numerous new products to sell and 
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is looking for markets broad enough to keep its huge 
production capacity reasonably well employed. Over- 
all consumption of chemicals is currently running 
about 10% to 15% below a year ago and barring a 
severe deepening of the recession, there is the likeli- 
hood that the industry may fare relatively better than 
others during the readjustment period in view of suc- 
cessful exploitation of new products. Additionally, de- 
mand for fertilizers, insecticides and other agricul- 
tural chemicals is expected to be kept at high levels by 
farm price supports. A weak spot is found in markets 
for coal tar derivatives in view of lower activity in tex- 
tiles, rubber and other industries which are seeking to 
shrink their inventories from a 60-to-90-day to a 30- 
day supply. Resultant smaller output of intermediates 
has been reflected in an easier position of the basic 
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crudes. Elsewhere we find plastics in a buyers’ market 
with competition growing keener but producers have 
also new materials on tap. There is a good basic de- 
mand for plastics and because producers, molders and 
fabricators now put emphasis on quality, no great de- 
cline in sales is expected though competition may pare 
profit margins. On the whole, the chemical industry 
should not be affected too adversely by current reces- 
sive trends, especially since pricewise the industry is 
in better strategic position than others in view of the 
moderate price increases during the past ten years. 
And just as recessive demand for chemicals reflects 
receding business elsewhere, so will any future pick-up 
herald a turning point in general business. 


Crude Price Key Factor in Oil Industry 


The petroleum industry made its postwar produc- 
tion peak in November but the come-down from this 
lofty level has thus far been fairly modest. Allowable 
crude oil production in Texas and some other states 
has been cut to prevent excess supplies and price weak- 
ness. Demand generally is holding up well so that 
needed adjustments were relatively slight. Industrial 
fuel oil sales have stopped climbing and a few product 
prices have been reduced. Kerosene sales dropped 
about 14%, largely because of the mild winter in east- 
ern areas, and home heating oils 6%. On the other 
hand gasoline sales are running about 9% ahead of a 
year ago, and there is no sign of leveling off in gaso- 
line or in Diesel oil demand. Significantly, crude oil 
prices, except for reductions in Pennsylvania grades 
and some of the heavy crudes, have not changed since 


December, 1947; any future change would of course 
incisively affect earnings prospects. 

Price concessions so far have been restricted to fuel 
oils, heating oils, kerosene and more recently, lubri- 
cating oils, and these declines in product price have 
placed considerable pressure on refinery margins, 
leading to growing apprehension over the mainte- 
nance of crude oil prices. It is still debatable whether 
a cut in crude prices can be avoided some time this 
year but the industry believes any reduction would 
be moderate. But regardless of the course of crude 
prices, the industry is headed for lower profits with 
earnings declines estimated anywhere from 20% to 
30% from last year’s historic profit peaks. Even with 
demand conditions favorable, it must be remembered 
that the industry has emerged from a condition of 
scarcity and entered a more normal situation where 
it is entirely able to meet all present needs. 


Sellers Still in Strong Position 


Future adjustment problems center on the crude 
price structure which many feel must ultimately come 
down; to that extent, adjustment in the oil industry 
is not yet complete. The strain on the crude price 
structure has been somewhat eased by reduced pro- 
duction allowables and curtailed imports but whether 
this can serve as a permanent solution remains to be 
seen. Generally speaking, sellers are still rather 
strongly entrenched and while competition has forced 
them to yield some ground, it came at a time when 
demand normally weakens. Gasoline buyers at whole- 
sale won only slight price (Please turn to page 303) 






























































Output of Semifinished and Finished Manufactured Products 
Highest postwar F : 
S ite so MRM ce = iro 
(monthly average) 
Date Quantity 11-1948 IV-1948 1-1949 Peak Ayearago IV-1948 
Manufacturing production, total_.1940=100 1V-48 160 160 160 156 97.5 97.5 97.5 
Durable goods 1940 =100 1V-48 165 164 165 162 98.2 98.8 98.2 
Nondurable goods ....................1940=100 11-48 155 155 154 148 95,5 2:0 96.1 
Commodities: 
Shoes 40 =100 2 11-46 142 124 106 116 81.7 93.5 109.4 
Brick Gri soe Thousands .  1V-46 ri | 27 3.7 p 2.6 33.8 70.3 70.3 
Apparel wool consumption.....1940=100 . 1V-46 207 177 134 121 58.5 68.4 90.3 
Cotton consumption — eo ==500) 1-47 134 126 102 102 76.1 81.0 100.0 
Glass comteimers 0 eecccceceeel PAO POO nen ceceeeneeneeee 1-47 233 180 172 158 67.8 87.8 91.9 
Radios Millions 1V-47 1.7. 1.4 1.0 7 41.2 50.0 70.0 
Vacuum cleaners nena BUROUSANGS) ae 1V-47 361 324 273 260 72.0 80.2 95.2 
Rubber tires Millions .., 1-47 8.3 7.1 6.2 6.1 73.5 85.9 98.4 
Hosiery Millions of dozen pairs..... 1-48 13.7 13.7 11.5 11.5 81.8 81.8 100.0 
Lumber e100 1-48 120 120 116 99 82.5 82.5 85.3 
Washing machines ................ .Thousands ..... . 1-48 391 379 295 214 54.7 56.5 72.5 
Paper [ee =100 2 11-48 132 130 130 123 93.2 94.6 94.6 
Rayon deliveries 1940=100 ane  ‘ULN-48 233 220 230 199 85.4 90.5 86.5 
Refrigerators, electric ............ ...Thousands........... wu  1V-48 377 314 377 376 99.7 119.7 99.7 
Refined petroleum products..1940=100 nee . IV-48 196 186 196 194 99.0 104.3 99.0 
Motor vehicles aos d IV-48 483 427 483 459 95.0 107.5 95.0 
Clay products Ord 1949=100 2 a 1-49 145 143 141 145 100.0 101.4 102.8 
Cement 80200 oo 1-49 175 165 161 175 100.0 106.1 108.7 
Tractors Jo. ae 1-49 219 206 214 219 100.0 106.3 102.3 
Freight cars The d 1-49 10.5 9.0 35 10.5 100.0 116.7 110.5 
lron'ond stecl IH I100 2 1-49 157 139 152 157 100.0 112.9 103.3 
p—Preliminary. Source: Survey of Current Business. 
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he he latest market break, if anything, has 
intensified the numerous cross currents in stock 
price movements which have been part and parcel 
of the “adjustment” market. With the general 
market in new low territory, some might question 
whether, as our title implies, there is such a thing 
as “overpriced” securities left. Naturally there can 
be no pat answer to this, for only the future will 
tell. General emphasis of late has been on apparent 
undervaluation of securities; much has been made 
of low price-earnings ratios, high dividend yields 
and other yardsticks pointing to alleged subnormal 
valuation. In this connection there is a good deal of 
generalization that is perhaps not justified. As al- 
ways, it must be a matter of individual analysis 
rather than general allegation to bring proof one 
way or another. It remains a fact, however, that 
there have been immense variations in individual 
stock price fluctuations since the high was reached 
and passed in 1946. Some doubtless will prove to 
have been excessive, some may go further. 

To bring the general picture into focus, let’s re- 
mind that at the recent low of 165, the Dow Indus- 
trials are now down 22% from their 1946 peak of 
212.5. Our broad 320 Combined Average shows a 
drop of 42%, decidedly more representative of the 
market. Our 100 High Priced Stock Index is down 
35% and our 100 Low Priced Index has lost just 
about 50%. Low priced stocks, in other words, de- 
clined most, but even high priced stocks as a whole 
went down more than the blue chips which compose 
the Dow Industrial Average. Against this general 
background, the price statistics furnished for 55 in- 
dividual stocks in the appended table permit inter- 
esting comparisons. 

Altogether, the Dow Industrials have now lost 
about 40% of the advance that carried them from 
the 1942 low to the 1946 high. Against this, our 
p20 Combined Stocks show an erosion of 54%, the 
100 High Priced Index has lost 58% and the 100 
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By STANLEY DEVLIN 


Low Priced Stock In- 
dex has yielded 57%. 
The market, in short, 
is now about mid- 
way between the two 
extremes but the 
same cannot be said 
of most stocks. Their 
position is cloaked 
rather than revealed 
by the general mar- 
ket picture, that is 
by anything but the 

broadest Averages. 
Returning to the 
appended tabulation, 
MA we find again proof 
of the superior mar- 
ket action of oil 
stocks. Some like 
} Plymouth Oil and 
Skelly Oil are still 
substantially above 
their 1946 highs but 
others have fared 
less well. Gulf Oil is 
down 23%, Pure Oil 
13%, Tide Water As- 
sociated Oil 17%, 
while Cities Service 
is up 3%. These variations may appear puzzling 
and to some extent they are; but by and large, they 
are based on individual factors that are not too dif- 
ficult to identify. Earnings of Skelly Oil have sky- 
rocketed to unprecedented heights and while the 
results of Plymouth Oil were less spectacular, they 
were excellent by any standard. So were those of 
Gulf Oil; yet the stock is down 23% from its 1946 
high. It is safe to conclude that the increase in com- 
mon stock capitalization, plus the long term borrow- 
ing of the company to finance expansion, has made 

for more subdued market action. 

As against this, the 17% decline of Tidewater is 
less readily explained. In a separate thumbnail 
sketch, we have commented on the marked improve- 
ment of the company’s financial position over the 
past decade and longer with virtual complete elimi- 
nation of an erstwhile large funded debt, plus reduc- 
tions in outstanding preferred stock. Last year 
alone, more than $10 million of such obligations 
were retired. This basic improvement is perhaps not 
adequately reflected by today’s market prices, even 
taking into consideration whatever change in earn- 
ings outlook may lie ahead. 


Contrasting Price Action 


By way of contrast, the greatly improved status 
of Cities Service common has been more adequately 
reflected by the price action of the stock though the 
margin of present price over its 1946 high does by 
no means match that of a good many other oil 
stocks. Perhaps this is due to the sharp rise the 
stock previously enjoyed; compared with its 1942 
price range of 334-214, current price of 43 demon- 
strates how far the stock has come. 

At the end of the range, we again find numerous 
issues whose descent from their 1946 peaks has been 
steep. Eureka-Williams plummeted 82%, American 
Hide & Leather 77%, Bendix Home Appliances 
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Cross Currents in Stock Price Movements 











% Loss 
1942 1946 Recent From 
High-Low High Price 1946 High 
American Can ........ 7454-569, $106!/2 $91 15% 
American Cyanamid . 4174-285 6334 4l 35 
American Hide & Leather 3'/,- 2, 12% 3 77 
American Smelting & Ref... 357-295 61! 43 30 
American Tobacco ........ 493/,-33'/2 92!/ 68 32 
Anaconda Copper . 2854-2254 51%, 26 48 
Bendix Home Appliances IWA- A 23% 8 66 
Beneficial Industrial Loan. I5!4- 9% 36l/, 23 37 
Cities Service ......................... 33%4- 2/2 41%, 43 3a 
Colgate-Palmolive-Peet . 1734-11 60%, 34 44 
Crown Cork & Seal... 10!4- 7, 31 14 55 
Cudahy Packing 4 - 2% 20 7 65 
Dome Mines . 1634- 8 2934, 15 50 
Endicott Johnson .... 2454-197 Bil, 30 41 
Eureka Williams . 4'/4- 11/2 22!/, 4 82 
Foster Wheeler 12%- 9, 49!/2 22 56 
Fruehauf Trailer W/r- 7H, 48 i8 63 
General Baking 6 - 3 143, 10 32 
General Electric . 3034-211, 52 35 33 
Glidden .... ’ eee 8 -6 28!/, 18 36 
Goodyear Tire & Rubber... 27. -10!/, 77 39 49 
Grant, W. T. 16 -II 40!/, 25 38 
Green, H. L. 1634-12'/, 52!/2 36 31 
Gulf Oil... pes 39-245 78 69 23 
Hazel-Atlas Glass 1874-15% 37%, 21 43 
Homestake Mining 3814-211, 56 40 29 
Hudson Motor 5I/4- 3 341, 10 71 
Ingersoll-Rand 50 -37 753, 59 22 
International Paper . 1534- 734 55! 44 20 
Liggett & Myers .... 73!/2-50'/, 102 80 21 
Link Belt... 37!/g-25!/, 66 54 ‘18 
Maytag ............ — 3%- 1%, 17 8 53 
McGraw Electric ... 241/,-14 461/, 30 35 
Monsanto Chemical 3034-22 64 50 22 
Nash-Kelvinator . 7 - 3% 253% i 57 
National Biscuit ....... 16!/2-13 373% 33 12 
National Dairy Products... 1534-1234 45\/, 29 36 
Oliver Corp. ....... 15'/4- 8!/, 36 22 39 
Owens-Illinois Glass . 5734-43), 100 55 45 
Philco Corp. ... . 14Yg- 7, 443/, 27 40 
Plymouth Oil . 1454-11'/, 293), 41 38a 
ParmOn 2 Ue 7 28% 25 13 
Reynolds Tobacco ..... 27'/2-20 467/, 36 23 
Servel, Inc. 1IW%y- 4% 2434 7 71 
Skelly Oil 30/4-1936 85! +««108-~Ss 2b a 
Studebaker ....... . b4- 3% 38!/, 18 53 
Swift & Co. — ' 25 -20 4l%, 29 31 
Texas Gulf Sulphur... 37!/2-28 60% 62 2a 
Tide Water Associated Oil.. 1054- 8 24\/, 20 17 
Underwood Corp. .................. 46-28% 803, 4I 49 
U.S. Smelting, Ref. & Min... 511/4-37!/, 84!/, 42 50 
Westinghouse Electric .......... 203%4-1534 393%, 21 46 
Wilson & Co. cnn. O¥B- 358 21 10 53 
Woolworth ... ieee 31-211, 62!/2 46 26 
Zenith Radio 20 - 8% 4255 27 37 
Dow-Jones Industrials 119.7-92.9 212.5 165.0 22% 
M. of 'W. S. 320 Combined 
OEE eee 191.7 Ht. 42 
M. of W. S. 100 High 
Priced Stocks 0... 53.4-43.2 112.6 72.3 35 
M. of W. S. 100 Low 
Priced Stocks ............ 44.6-31.7 248.0 123.5 50 





a—Denotes gain. 
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66%, Servel 71%, all in recognition of the well pub- 
licized difficulties recently encountered in their re- 
spective fields. These may well prove to have been 
exaggerated by the market, just as their 1946 highs 
have overdiscounted postwar prospects, if not in 
initial potentialities then at least in staying power. 

Elsewhere we find Hudson Motor down 71% from 
its 1946 peak, despite excellent operations and 
profits to-date. The price drop from 3414 to 10 con- 
ceivably anticipates the company’s ultimate return 
to the marginal position of a small independent, as 
in prewar, with uncertain earnings, but the action 
of the market may prove considerably premature. 
Hudson may be able to hold on better to its newly 
won position, and gains, than the market now al- 
lows for. 

The non-ferrous metal field whose recent diffi- 
culties are sufficiently known, also provides interest- 
ing study data. Anaconda at 26 is down 48% from 
its 1946 high; American Smelting & Refining is off 
30%, U. S. Smelting, Refining & Mining is down 
50%. For reasons stated in the accompanying brief 
sketch of Anaconda’s financial improvement, we 
think that the drop of that stock has been overdone, 
that intrinsic value has been ignored too much. The 
stock is down to almost halfway between the 1942 
high and low, a distinction shared by none of the 
two other stocks though approached by U. S. Smelt- 
ing; but the two are hardly in the same league. 

Equally difficult to understand is why Dome 
Mines should sell 50% below its 1946 high. 1946 as 
we recall, was a poor year for gold shares, with 
price inflation running full tilt and militating 
against profitable gold operations. Today prices are 
going down, rendering operations gradually more 
profitable, and for a variety of reasons, Canadian 
gold mines for some time have been in relatively 
better position than domestic properties. Gold 
shares as a group have done better than the general 
market; yet Dome Mines’ drop from the 1946 peak 
is about average for a low priced stock. It could 
have been overdone. 


Good Performers 


Now let’s look at the other side, at companies 
whose stocks declined less than average. Here we 
find American Can with an only 15% drop from the 
1946 high. National Biscuit is down 12%, Link Belt 
18%, International Paper 20%, Liggett & Myers 
21%, Ingersoll Rand 22%, Monsanto 22%, Reynolds 
Tobacco 23%. What they all have in common is that 
they are all good quality stocks. Viewed from this 
particular standpoint, International Paper is a rela- 
tive newcomer but the data in the separate sketch 
explains why the stock has now joined the ranks of 
the “blue-blooded.” 

This doesn’t mean that the percentage of decline 
from 1946 highs is always a reliable criterion as to 
a stock’s quality. Others, equally good, are down 
considerably more. Thus in the medium range of 
decline we find American Cyanamid with a drop of 
35%, American Tobacco 32%, Beneficial Industrial 
Loan 37%, General Electric 33%, Glidden & Co. 
36%, H. L. Green 38%, National Dairy Products 
36% and Woolworth 26%. In the upper medium 
range are represented Colgate-Palmolive with a de- 
cline of 44%, Crown Cork & Seal with 55%, Maytag 
53%, Foster Wheeler 56%, Hazel Atlas Glass 43%, 
Nash-Kelvinator 57%, (Please turn to page 306) 
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ANACONDA COPPER MINING COMPANY 


1938 1948 
CAPITALIZATION ($ million) 
Common Stock . $433.7 $433.7 
Preferred Stock : : 
Long Term Debt Ss 40.7 
BALANCE SHEET 
Cash : . . $ 16.7 $ 67.2 
Marketable Securities . 83.0 
Total Current Assets : 94.0 264.4 
Total Current Liabilities . 15.0 45.7 
Net Working Capital 79.0 218.7 
Current Ratio e 6.3 5.8 
Gross Property es . 591.4 605.3 
Depreciation Reserve .... es 2 . te3 246.8 
Net Property : 434.1 358.5 
Total Assets : ree ; 582.3 660.3 
Profit & Loss Surplus $ 71.3 $170.7 


PRICE DATA: 1938 Low—21; 1940 Low—1I8; 1942 Low—2254. 
1949 Range: 35!/4-25!/44; Recent Price—26. 


COMMENT: Uncertainty over earnings implications of recent sharp price 
and demand reduction for copper led to a 10-point price decline for 
the stock this year, which at current quotation is down about 48% from 
the 1946 high. The sharp price drop seemingly ignores the notable 
strengthening of the company’s financial position during the last 
decade as reflected by the comparative figures above. Since 1938, 
funded debt was completely eliminated. Cash assets during the ten- 
year span rose from $16.7 million to $150 million; total assets from 
$582 million to $660 million. On a per share basis, net current assets 
advanced from $4.33 to $25.20 and now virtually equal the market 
price of the stock. Cash assets per share rose from nil to $17.40—about 
67% of the current stock quotation. This suggests that despite prospec- 
tive lower earnings, the stock's intrinsic value is hardly reflected by 
current market price. It also points up market emphasis on earnings 
prospects rather than intrinsic value. 


TIDE WATER ASSOCIATED OIL COMPANY 


1938 1948 
CAPITALIZATION '$ million) 
Common Stock $ 63.8 $ 64.1 
Preferred Stock 50.0 19.0 
Long Term Debt 37.7 1.2 
BALANCE SHEET | 
Cash $ 10.1 $ 10.6 | 
Marketable Securities 4 2.2 | 
Total Current Assets 55.2 101.9 | 
Total Current Liabilities 14.8 47.2 | 
Net Working Capital 40.4 54.7 | 
Current Ratio 3.7 2 i 
Gross Property 306.8 467.0 
Depreciation Reserve 180.6 298.5 | 
Net Property 126.2 168.5 
Total Assets 202.8 287.7 | 
Profit & Loss Surplus $ 30.5 $151.4 | 


PRICE DATA: 1938 Low—10!/g; 1940 Low—834; 1942 Low—9. 
1949 Range: 25!/2-19%; Recent Price—20. 


COMMENT: In common with most other oil shares, price decline from 
the 1946 high has been moderate, only about !7%, but nevertheless 
more than average for the group of which many components are still 
above their 1946 highs. Company's long term financial improvement 
has been notable. Back in 1933, funded debt and senior obligations 
totalled $92 million, with annual charges ahead of the common $5.3 
million. Drastic reductions since then are shown above, with annual 
charges reduced to $714,000. Gross property since 1938 has increased 
from $306 million to $467 million, total assets from $202 million to 
$287 million. Net worth at the end of last year was $33.66 per share. 
Earnings under any foreseeable conditions should be more than ample 
to cover the common dividend which at current price yields 8%. Regular 
rate is 40c quarterly; total 1948 disbursements $1.90. Surplus since 1938 
has increased from $30 million to $151 million. 





INTERNATIONAL PAPER COMPANY 


1938 1948 
CAPITALIZATION $ million) 
Common Stock $ 15.0 $ 23.0 
Preferred Stock 97.9 53.4 
Long Term Debt 64.2 
BALANCE SHEET 
Cash $ 5.0 $ 20.7 
Marketable Securities 3.0 
Total Current Assets Se 47.5 118.2 
Total Current Liabilities 13.5 32.3 
Net Working Capital . 34.0 85.9 
Current Ratio 3.5 3.7 
Gross Property ......... 214.0 3127 
Depreciation Reserve ... 51.9 142.2 
Net Property 0... 162.1 170.5 
Total Assets 220.7 323.2 
Capital Surplus 12.7 12.8 
Profit & Loss Surplus .... $ 72 $115.9 


PRICE DATA: 1938 Low—4!/,; 1940 Low—10!/g; 1942 Low—734. 
1949 Range: 53!/4-4234; Recent Price—44. 


COMMENT: At recent price, the stock is down some 20% from the 
1946 high of 55'/2, a below average decline reflecting the vastly im- 
proved financial and physical position of the company. While the 
paper industry is now in the throes of readjustment, the company 
should fare better than the industry as a whole. Plant improvements 
looking towards cost economies have been notable; so has been the 
financial reconstruction. Since 1938, preferred stock has been reduced 
from $97.9 million to $53.4 million (stated value) and long term debt 
has been entirely eliminated. Cash assets have more than trebled and 
working capital more than doubled while total assets rose from $220 
million to $323 million. Surplus rose from $7 million to over $115 mil- 
lion. In the circumstances, the stock's resistance to price pressure is 
readily explained. While earnings henceforth will be lower, they should 
remain substantial and cover dividends easily. 





—____,— 


CITIES SERVICE COMPANY 





| 
1938 1948 | 
CAPITALIZATION $ million) 
Common Stock $ 37.0 $ 37.0 | 
Subsidiary Preferred Stocks 112.7 44.8 | 
Subsidiary Long Term Debt 318.6 350.3 
Parent Company Long Term Debt 176.4 161.8 
Parent Company Preferred Stocks 82.5 
BALANCE SHEET 
Cash $ 54.6 $142.8 
Marketable Securities 1.6 
Total Current Assets 120.0 286.1 
Total Current Liabilities 42.2 124.2 
Net ‘Working Capital 77.8 161.9 
Current Ratio . 2.8 aa 
Gross Property . 869.0 997.1 
Depreciation Reserve 196.4 351.7 
Net Property ............. 672.6 645.4 
Total Assets 1,081.1 a 991.8 
Capital Surplus ....... 21.5 47.6 
Profit & Loss Surplus $ 45 $173.5 


a—Includes $196.4 million carried as a liability. 


PRICE DATA: 1938 Low—5!/g; 1940 Low—4; 1942 Low—2!/p. 
1949 Range: 48!/2-38!/g; Recent Price—43. 


COMMENT: This stock at current price is 3% above its 1946 high, 
countering the strong downtrend that has occurred elsewhere. Oils gen- 
erally have held up well as previously remarked, though there are ex- 
ceptions. The resistance of Cities Service common is explained not only 
by the company’s outlook as a prominent oil and natural gas producer 
but by the far-reaching financial strengthening that has occurred in 
recent years. Parent company preferred stock has been retired and long 
term debt reduced but further more drastic reduction is projected. Cash 
assets since 1938 have nearly trebled and working capital more than 
doubled. Surplus has risen from $4.5 million to over $173 million. While 
the company was improving its financial position, it also undertook a 
policy of increasing reserves for depreciation and depletion which since 
1938 expanded from $196 million to $351 million, and made large 
expenditures for construction and acquisitions. 
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LABOR & 
LEADERS & 


Fight For 
Economic Power 


By P. T. SHELDRICK 


1? thoughtful people will contend that the 
ideals which inspired America’s pioneer labor leaders 
are the dominant traits of labor’s present-day leaders. 

Unions arose out of genuine economic needs. The 
leaders were workers first and often they remained 
workers while continuing to lead. As organization 
spread and conditions improved, the country wit- 
nessed the development of “business unionism.” 
Labor leaders exploited the original ideals but actu- 
ally they were engaged in selling and performing a 
service for a salary. Certain advantages accrued to 
the workers, and continue to accrue to them, through 
this policy. That is necessary if the labor leaders are 
to retain their positions. 

Along with “business unionism” we have wit- 
nessed the development of “political unionism.” 
Sam Gomper’s shibboleth was “reward your friends 
and punish your enemies.” Undoubtedly he never 
envisioned such extensions of his theory as Labor’s 
League for Political Education and the CIO-PAC. 

The cry for a “living wage” has long been an- 
swered. Labor unions are no longer persecuted or 
their members spied upon. So what do the leaders 
want? Ostensibly their aims point solely to the con- 
tinued improvement of labor conditions. Actually 
their aims go beyond that goal. Theirs is a quest for 
great power, a political power that means economic 
power, too. The two complement each other because 
the politician, through Government, wields such 
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control over the economic life of the country. 

There used to be a school of thought in the labor movement 
that objected to accepting favors from Government. This 
school wanted to win by fighting management on the economic 


front, by votes for 
legislators at the 
polls if necessary, 
but not by executive 
fiat. The theory was 
that what the Gov- 
ernment could give, 
the Government 
could take away. 

If that doctrine 
still persists, it is in 
a dormant state. 
Washington is rec- 
ognized as the seat 
of influence by prac- 
tically all unions 
now. Both great la- 
bor federations are 
there; their major 
affiliates either are 
headquartered there 
or have an office and 
staff there. 

Time was when 
the affairs of the 
United Mine Work- 
ers was adminis- 
tered from Indian- 
apolis. John L. Lewis 
changed that in the 
early 30’s. The min- 
ers are now impor- 
tant property own- 
ers in Washington. 
The machinists, and 
the electricians and 
other building 
tradesmen have 
their headquarters there. The teamsters are coming. 

There are numerous instances to illustrate the 
power that labor leaders are seeking at the seat of 
Government. Take the appointment of Dr. James 
Boyd as director of the United States Bureau of 
Mines. John L. Lewis was able to block confirmation 
of the man for nearly two years. A hardier man than 
Boyd would have quit rather than go payless for 
fifteen months. 

What was Lewis’ objection? He said Dr. Boyd 
was not qualified. The man was well qualified, tech- 
nically, and Lewis knew it. What did he have 
against the man, then? Nothing, except the political 
fact that he was not Lewis’ man. 


Where Lewis Guessed Wrong 


Eventually, Boyd won and Lewis lost. That was 
because Lewis had guessed wrong politically. But 
Lewis and the labor leaders do not always guess 
wrong, as anyone can see. When they have guessed 
right, they wield tremendous influence, as any one 
can see, too. 

The post of Director of Mines is a strategic one 
for the miners’ union, when its chief is bent on 
power. The director not only controls the distribu- 
tion of jobs in his own bureau, but he is in position 
to influence Congress in writing mine safety legis- 
— for instance; he is a pipeline to the White 

ouse. 
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The mine safety laws can be very important to 
the president of the United Mine Workers, not 
merely for safety purpuses, eltner. Such laws and 
their administration can be of vital economic im- 
portance, for example, in permitting a freedom of 
movement that other laws, like Taft-Hartley, might 
deny. Recalcitrant mine operators could be pun- 
ished through the safety laws if the “right” person 
was administering them. Every adult knows how 
local politicians frequently use the municipal health, 
safety, fire, and building inspectors to punish their 
enemies and reward their friends. Why couldn’t that 
be done on a national basis? 


Influence on Federal Appointments 


The dominant labor federations are now con- 
sulted on certain federal appointments. One assist- 


/ ant secretary of labor is designated by the AFL 


and another by the CIO. Labor can not dictate the 
appointment of the Secretary of Labor, or the 
Under-Secretary, in an affirmative way; but it can 
veto candidates who are considered for these offices. 

This power operates outside the Labor depart- 
ment in a more limited, but nevertheless important, 
degree. The White House under present conditions 
would not appoint anyone to the National Labor 
Relations Board whom labor considered antagon- 
istic. 

Despite the fact that Lewis is persona non grata 
with the Administration, his economic power is 
nationally known, if not always well understood. 
His ability to shut down virtually every coal mine 
in the country for an indefinite period is more power 
than the country would permit any single indus- 
trialist to have. His power is in reality a price- 
fixing power. By limiting the supply of coal, he pre- 
vents a price decline and therefore pressure against 
wages. 

This is something the coal operators themselves 
cannot do. In reality they are probably not opposed 
too much to the Lewis policy. As far as consumers 
and the country are concerned, the alternatives to it 
might be even worse. Regardless of the merits of 
the various alternatives, Lewis’ great economic 
power nevertheless is there. 

Although Lewis has no entree to the White House 
at the moment, he has friends in Congress who 
support his demands uncompromisingly. Few law- 
makers from the coal-mining state of West Virginia 
dare cross him. Many others from coal districts else- 
where bend an attentive ear. 

It is less well known that men in public life every 
year besiege the labor leaders for invitations to 
speak at the conventions of the great labor federa- 
tions. Last February the newspapers reported that 
five federal agencies “lobbied’’ the executive council 
meeting of the American Federation of Labor in 
Miami. The Navy, the Air Force, the Federal Works 
Agency, the State and Labor departments had repre- 
sentatives there to enlist labor support for their 
pet projects. 

There is evidence that the union chiefs have been 


concentrating on the Washington front to the as 


neglect of state centers. In recent years more than 
a dozen states have passed labor legislation which 
union leaders condemn. Steps are being taken to 
counteract this. Last February word leaked out that 
the AFL was considering a plan to supplement the 
salaries of state legislators in order to encourage 
their own members or friends to run for office. 
The CIO, at least, not only expects more Govern- 
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ment domination of the economy but is pushing it. 
That can be seen in the recent manifesto on a fourth 
round wage increase and its analysis of economic 
ailments and cures. 

The CIO believes the ailment is maldistribution 
of income, that if purchasing power is created in 
the hands of the worker, the economy will take care 
of itself. 

“It does not appear likely that the price system, 
by its own ‘normal’ operation,” says the CIO, “can 
ease us down to a lower price level without provok- 
ing substantial cuts in production and employment.” 

“If large-scale unemployment is to be avoided, 
some new strength must be found on the demand 
side of our economy. A better distribution of income 
and spending is called for... 

“Primarily, as we shall see, this points to the need 
for strengthening the position of the wage and 
salary group. But to the extent that private adjust- 
ments are insufficient in underwriting a high enough 
level of demand to sustain full employment and 
expanding levels of production, IT MAY BE: 
NECESSARY TO RELY UPON INCREASING 
GOVERNMENT ACTION.” 


Demonstration of Power 


A clear demonstration of the power wielded by 
organized labor through its alliance with the Ad- 
ministration was given recently when Philip Mur- 
ray, president of the CIO, made a public demand 
for Congressional action on a labor bill and other 
“musts” on the Truman program. 

Mr. Truman thereupon rebuffed the efforts of the 
State Department to advance consideration of the 
North Atlantic pact even at the expense of weak- 
ening Secretary Acheson’s hand at the Paris “Big 
Four” conference. The President told the Demo- 
cratic leaders he wanted labor legislation to take 
precedence over the pact and they obeyed. 

Labor, particularly the CIO, has made it abund- 
antly clear it is not only unafraid of government 
intervention but will insist upon it if its goals can 
not be achieved in any other way. These goals in- 
clude “a fairer distribution of the fruits of industry” 
and “full employment.” (Please turn to page 301) 





Photo by Wide World 


Threatening strike actions, as the recent Ford strike pictured above, are not 
likely to be profitable for unions or workers. There is greater employer 
determination to resist uneconomic worker d ds, and i can 
no longer depend on scarcity of labor to back up their picket lines. 





275 








: 


Hesipaningy 2 in'aap 


Sab 
Washington tga 


By E. 


JOHN L. LEWIS has scored for the coal miners in his 
campaign for safety measures in the pits. Peering 
through his barrage of rhetoric, congress detected 
ample need for a federal law and seems determined 





WASHINGTON SEES: 
The process of pouring $12,600,000,000 of fed- 


eral government money into the channels of Amer- 
ican business and industry will begin in two weeks 
—July 1, when the 1950 fiscal year is launched. 


Indirect benefit to business will come from the 
$23,500,000,000 which will be distributed to pen- 
sioners, employees, to service of the national debt, 
and other functions of government. 


Release of this information from official Wash- 
ington sources was an innovation, but it had appar- 
ent purpose. Business and industry will be heavily 
tapped in any event, bludgeoned if President 
Truman can sell his tax program to congress. Effort 
is being made to plant the thought that taxes are 
plowed back to a large extent. There is, of course, 
the less-political motive of allaying fear of a severe 
business letdown. 


If there was hope that business and industry 
might be encouraged to fall in line for heavier gov- 
ernment spending, that optimism already has been 


dashed. 


Rep. Clarence Cannon, appropriations commit- 
tee chairman, anticipated such a move, met it 
head-on. The budget cuts he is sponsoring, he said, 
will not materially affect the flow of government 
money to “business, agriculture and consuming 


purchasing power.” 
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| VIEWS ON RECESSION, LABOR PROBLEMS fear 


K. T. 


to enact one—a drastic measure which would place 
federal over state authority, permit orders from 
Washington to take workmen out of dangerous 
diggings. In less than 20 years, 1,259,000 miners 
have been killed or maimed. In the past, insistence 
upon safeguards has been left to the states. They’ll 
battle, unsuccessfully, to hold it. Captive mines, steel 
company-owned, have least to fear. 


WASHINGTON worried, but didn’t become frantic 
over the early June market dip which came with the 
drop in steel production and further weakness in 
commodity prices. The “depression follows a boom” 
psychology didn’t take hold. Federal Reserve re- 
ported department store sales very good; took that 
to mean early restocking of inventories which were 
sold off, more manufacture ahead. Decline in home 
building materials was cited as a likely urge to ac- 
tivity in that field. Present unrest was attributed, 
in part, to shift from sellers’ to buyers’ market, in- 
evitable result of post-war readjustment. 


MILLIONS of dollars are being improperly spent on 
GI educational projects, officials here believe, and 
they finally have agreed to take joinf responsibility 
for an attack on the delicate subject. The White 
House, Budget Bureau, Veterans Administration 
and Congress have decided upon a 9 million dollar 
probe to bring about stricter application of the GI 
bill to schooling. This will save 83.8 million dollars 
in the educational budget, and lop off 48.7 million 
dollars in related expenditures. 


RANK-AND-FILE labor union members are having 
their eyes opened by a congressional probe of the 
financial affairs of George Berry, longtime president 
of the printing pressmen’s union. They’re finding 
how their union funds can be dissipated. They 
learned they bought their late president a plant and 
a farm, automobiles, etc., paid a federal income tax 
judgment against him, made him non-interest bear- 
ing loans. They learned Berry operated the plant 
“cut rate’ to put other pressmen out of business. 
One congressman called it “fantastic,” said there 
should be a law. The rank-and-filers agree. 
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No recent labor dispute, coal and rails in- 
cluded, attracted more official Washington interest thgp 
the Ford negotiations. On trial were both direct nego- 
tiations between parties, and arbitration as it exists 

today. Each was found wanting. In the loss of millions 


of dollars by both the employer and the employees many 


congressmen see the need for a mode of arbitration car- 
Go To ried on within well-defined rules of the game. Out of 


it may come legislation. 





























P, While the company suggested arbitration at the 
hes very start and the striking union demanded direct deal- 
ings, neither puts its proposition in an acceptable 
manner. Neither was required to in the present state of 
employment relations. The company sought to take essen- 
tial issues out of the arbiter's hands, while the union 
held out for unilateral terms on the theory, for example, that the assembly line 
speedup was a health hazard. 
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“ When arbitration became the only way out, there was additional loss of 

s time and money awaiting agreement on the subjects for outside examination. Workers 

e returned to their jobs while the fight was still sizzling. Congressmen who ex- 

i] hausted the study of labor-management relations in their wrangling over Taft-Hartley 

| Act provisions haven't a ready answer. But it is certain they will try for a code 
of some kind -- not this year, but next. 

c 

“ Intriguing idea of a single federal budget, displacing the several sepa- 


rate bills which are passed in every congress, each without relationship to the 

= overall costs, will be furiously lobbied against by the federal agencies and those 
t who deal with them. While Rep. Clarence Cannon, democratic chairman of the appro- 
€ priations committee, is first to get the idea in concrete form, it really is the 

‘6 brainchild of economy-minded Senator Harry F. Byrd of Virginia. 
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The 1946 Reorganization Act envisioned a ceiling on federal Spending, to 
be placed early in the session. Obviously that was impractical. For one thing, the 
Budget Bureau isn't staffed for such preparation. The idea postponing the ceiling 
date until May 1 was even worse. By that time the lobbies have done their work. 
Congressmen have been committed by then and saving is impossible. 























The Cannon-Byrd idea, which has bi-partisan support including that of 
Senator Taft, doesn't resort to crystal gazing. It involves the orthodox system of 
hearings on departmental needs, but senate and house would meet concurrently, joint- 
ly if feasible. Delays would be avoided. Weakness lies in the fact that the veto 
power of the President would be about eliminated unless, of course, legislation 
allows "item veto," in which event the White House might wind up writing the appro- 
priations bills. 
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Protective tariff is becoming a live issue on Capitol Hill, with new 
vitality pumped into it as a result of congressional discussion of the reciprocal 
trade agreement act. The ECA, already partially successful in restoring productive 
strength of beneficiary European nations could, if it meets its goal completely, 
give rise to danger. Reciprocal trade agreements slash United States tariffs in 
return for trade concessions from abroad. It is the direct opposite of the old GOP 
protection tariffs. 
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Many American industries already have been hurt, some of them badly. They 
seek more elasticity in future treaties. Wanted are provisions which permit the 





dustry here stands to suffer seriously if an agreement runs its full term. However, 
insertion of “escape clauses" would work both ways. Other countries obviously 
would demand them, trade agreements would be reduced to overnight working agreements. 

















Discovery that one out of each four trial examiners sitting as hearing 
magistrates for federal regulatory bodies are unfitted for their work will launch 
personnel reforms. A special committee of the Civil Service Commission found 54 of 
the 217 hearing officials not qualified, proposed that they be displaced. Changes 
will not come about without a stiff fight, however. Centered in labor unions and 
"liberal" groups at the capitol is an organization determined to prove, if possible, 
that the special committee was made up of tools of the big interests, and pur- 


posely so. 


























Examiners hear evidence in the first instance, then submit proposed find- 
ings of fact and of law. The complete record of testimony, while available to the 
responsible boards and commissions, rarely is read. An examiners’ finding against a 
respondent employer or business establishment usually is accepted. 




















Chief employers of trial examiners are the National Labor Relations Board, 
the Interstate Commerce Commission, the Federal Trade Commission, and the Federal 
Power Commission. The first named of these agencies, the newest, employs the greatest 
rumber and in exploration of a new field of law turns up many novel questions. The 
others operate in a well-established area of litigation, have abundant precedents to 
guide them, and as a result land in the federal courts less frequently. 





























Decision of the Commerce Department to end the voluntary steel allocation 
program rips out another plank of the Iruman Plan. The plank, however, was condemned 
from the start: congress was having no part of the project to construct federally- 
owned, privately-operated steel capacity for times when normal production was not up 
to demands. 


























Oddly enough, President Truman is stubbornly insisting that standby steel 
plant is essential, must be constructed. Commerce Secretary Sawyer is taking issue 
with his Chief's attitude in the most pointed way possible -- ignoring it. But five 
months have elapsed since the White House broached the idea and the need is even less 
demonstrable today than it was then. The President hasn't been able to whip up 
enthusiasm even among his most determined following in congress. 
































The ban on “overtime on overtime" pay has been enacted by both houses of 
congress, but in different form. The point of difference can be readily resolved, 
however, and the legislation Should be on the President's desk this month. The house 
bill covers only future payments and is restricted to construction and stevedoring 
industries; the senate measure applies retroactively, and it covers all payments in 
interstate commerce. The latter position will prevail when the conferees complete 
their job. The Administration favors banning “overtime on overtime," a system of 
doubling up premium pay. 























From now on, it will be more difficult than in the past for individuals and 
business firms to obtain information on plans of the armed services affecting new 
contracts, or methods of performance of past contracts. Exchange of information will 
be barred when handling the material would develop a serious tax on government 
personnel, affect national security or the welfare of the National Military Estab- 
lishment adversely. Those terms are not helpfully defined in the new miltary 
directive (SR 380-5-10). 
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By H. F. 





TRAVIS 


y old adage “Never sell America papT yy that many strong concerns in the low price 


short” will probably be heard more frequently 

when current uncertainties give way to a new note 
of optimism throughout the economy, an eventuality 
certain to occur. Just when this happy day will ar- 
rive is unpredictable, but well ahead of its arrival 
it will be heralded by signs of renewed activity and 
confidence in the stock market. Evidence is accumu- 
lating that when any general broad advance in 
share prices gets under way, low priced equities are 
apt to establish more significant gains percentage- 
wise than others, hence with proper discrimination 
as to fundamentals and timing, this group repre- 
sents an interesting field of study. 

When we mention discrimination, our suggestion 
is far from casual, for the need for individual analy- 
sis is greater than ever. As it happens, the broad 
fact that shares currently selling under 25 as a 
class have declined from their postwar highs about 
twice as much as high priced issues carrys weight, 
for under normal] conditions it is natural to assume 
they would establish similar elasticity in the other 
direction. In part, this divergence has been caused 
by inclusion of a substantial portion of 
marginal or characteristically unstable 
firms in the low priced group, along with 
an increasing number of very sound con- 
cerns where stock splits or large capital- 
izations have accounted for relatively low 
quotations. Except in run-a-way bull 
markets when speculation is rife, shares 
of companies with drab records seldom 
advance so fast into the higher price 
brackets, as everyone knows. 

Regardless of the severity of the cur- 
rent readjustment, small doubt exists 
JUNE 
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group will emerge with few if any scars, will 
be able to retain dividend stability and achieve satis- 
factory long term growth. To weed these out from 
those that for good and sufficient reasons may have 
prolonged difficulty in meeting competition now that 
the boom period has ended, should be the main task 
of investors. The mere fact that current quotations 
may have liberally discounted uncertainties ahead is 
not enough in itself to recommend the well timed 
acquisition of their shares. 

In contrast, signs have already appeared that low 
priced shares of better grade are passing from weak 
hands into strong ones in recognition not only of 
quality but of intrinsic value. At a cyclical turning 
point such as the present, informed investors are 
less interested in the prospect for short term cap- 
ital gains than in potentials for assured dividend 
income and the outlook for eventual restoration of 
share prices on a basis of fundamental factors over 
a longer period. To such of our readers, our com- 
ments on a number of low-priced shares may prove 
helpful. For statistical information we append a 

’ table of a group of equities in this cate- 
gory, without implying any definite con- 
clusions unless expressly stated. On the 
full page tabulation we present others, 
adding brief comments only, but if these 
arouse special interest we will gladly pro- 
vide supplementary information through 
correspondence. As for timing of pos- 
sible acquisitions, we suggest that read- 
ers follow the advice offered in the A. T. 
Miller market analysis in every issue of 
this publication. 

Shares of Bucyrus-Erie Company re- 
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Statistical Data on Selected Low Priced Shares* 
‘Net Per Share Price- 
High High Range Recent Ist Quar. Div. Div. Earnings 
1946 1947 1948-49 Price 1946 1947 1948 1949 1948 Yield{ Ratio¢ 
OS eS $253, $205 $2434-1454 $15 $2.08 $4.16 $3.54 $1.22 $1.50 10.0% 5.9 
Carrier Corp. 34 21, '19%-12"%_e sid a. Sao. 2 tte ae 48 3.3 
Deep Rock Oil 411, 457, 42 -18!/, 19 4.71 6.45 7.64 1.19 2.00 10.6 2.5 
Food Machinery & Chemical... 50 47\/, 4734-2034 23 3.26 4.49 2.34 55 1.50 6.5 9.8 
la 7; 25 +” 434 26s 307 re 150. 62 66 
International Harvester S34 315 341/4-22%, 23 1.30 3.36 3.92 2.72 ¢ 1.70 7.4 5.9 
Lake Shore Mines... -23%e = s«dSY_ «= s«s13%- 8 rr 83 67 60 4b 2 68 184 
ne 25)/g 20'/, 2374-14 14 1.96 3.07 2.71 61 1.30 9:2 5.2 
*—Adjustments made for stock splits. a—I2 months ended April 30. 
t—Based on 1948 dividends. b— 6 months ended Dec. 31, 1948. 
$—Based on 1948 earnings. c— 6 months ended April 30. 


























cently selling close to their 1948-49 low of 145%, 
yield around 10% on basis of $1.50 per share divi- 
dends paid in 1948. In each year in the 1946-48 
period, a high above 20 was established, with a top 
of 253% in 1946. Despite record volume and earnings 
last year, investors evidently anticipate leaner times 
ahead. Net income of $5.8 million in 1948 exceeded 
$5.4 million in 1947, but the sale of additional com- 
mon stock last year reduced per share earnings. It 
is interesting to note that while the general market 
has declined substantially, Bucyrus-Erie shares are 
now quoted at virtually the same price as last 
November when public offering of about 320,000 
shares was made at 15. For several years past this 
concern, a foremost supplier of excavating and road 
building machinery in world markets, has had very 
large backlog orders that are being gradually re- 
duced in line with increased availability of raw ma- 
terials. But volume potentials in this special field 
are bright because of rapid expansion in public 
works. In the first quarter of 1949, net earnings of 
$1.22 per share covered the 40 cents per share 
quarterly dividend three times and the outlook is 
good for the remainder of the year, possibly for 
much longer. The shares seem reasonably valued, 
though the business is sensitive to cyclical changes 
over a longer term, and in the 1938-44 period the 
price of the stock ranged from a low of 6 to a high 
of 14. Improved finances and modernized facilities, 
along with excellent volume prospects, probably 
makes former yardsticks less pertinent, however, 
and the stock, in our opinion, has a measure of 
speculative attraction. 


Carrier Corporation 


Manufacturers of air conditioning and refrigera- 
tion equipment for a long time have been building 
for the future and to judge from last year’s opera- 
tions, Carrier Corporation is approaching its goal. 
In the fiscal year ended October 31, this concern 
earned $2.7 million on record sales of $54 million, 
and paid an initial dividend of 25 cents per share 
in October, with similar distributions in the two 
following quarters though no regular rate was 
established. In relation to per share earnings of 
$4.19 in fiscal 1948, these payments were conserva- 
tive, to say the least. For 12 months ended April 30, 
1949, net of $3.14 per share was slightly less than 
$3.57 reported for the same 1948 interval, explained 
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by the management as due to a return of seasonal in- 
fluences, the general business decline and heavier 
competition. Chances that a further downtrend in 
earnings will be experienced in fiscal 1949 appear 
fairly certain and the prospect of more liberal divi- 
dends rather remote. Ample retention of earnings 
and sound financing has enabled Carrier to reduce 
operating costs substantially through modernization, 
while markets for the company’s specialties have 
been permanently widened. A strong trade position 
also favors longer term progress. The shares, 
though, are highly speculative and their current 
yield is uninviting. Compared with a 1946 high of 
34, their recent price around 14 is obviously well 
deflated and market support has appeared at a 
slightly lower level. Under more favorable market 
conditions, Carrier shares may exhibit some price 
improvement and given considerable time, the ap- 
preciation might be quite marked but for the inter- 
mediate term their speculative attraction is limited. 


Deep Rock Oil 


Recent price of 19 for Deep Rock Oil Corporation 
shares contrasts rather sharply with highs of above 
40 established in each of the three last years. Not 
since 1944 have the shares sold as low as presently. 
First quarter net of $1.19 per share this year com- 
pared with $2.12 in the same 1948 period, indi- 
cating that earnings of this well integrated oil con- 
cern have reversed their upward trend of the pre- 
vious several years rather more drastically than 
others in its group. Still earnings for the first three 
months were more than twice the 40 cents per share 
quarterly dividend. Since reorganization in 1941, 
Deep Rock Oil has not only operated with significant 
volume and earnings gains, but lifted its production 
of crude oil impressively, partly through the ac- 
quisition of Sloan & Zook Company last year. Ample 
facilities to produce, refine, transport and market 
petroleum products provide a strong foundation, 
and proven reserves are very substantial. While 
earnings of most oil concerns this year will reflect 
curtailed production and price readjustments, there 
seems no valid reason why those of Deep Rock Oil 
should continue to dip at their current rate for long. 
A price-earnings ratio of only 2.5 probably has 
amply discounted the prospects of leaner earnings, 
thus increasing appreciation potentials for the 
shares; but under present unsettled market condi- 
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tions we are not advising the purchase of specula- 
tive stocks of any kind. 


Food Machinery & Chemical Corp. 


Food Machinery & Chemical Corporation (form- 
erly Food Machinery Corp.) is in the midst of re- 
adjustments that have adversely affected its earn- 
ings, though fundamentals of the business and of 
the company itself are so favorable that chances for 
improvement are by no means lacking. At 23 the 
company’s shares are quoted at less than half their 
highs of the last few years. Despite the current 
downtrend in the general market they are about 
2 points above their 1948-49 low of 203%. This 
factor shows evidence of market support or in- 
formed accumulation around current levels. Cau- 
tious purchases by customers, winter crop damage, 
dollar shortages abroad and poor conditions in the 
canning industry are cited by the management as 
temporarily hampering sales, while the process of 
readjusting overhead and operating costs has nar- 
rowed margins. First quarter earnings were down 
to 55¢ a share, 56% lower than a year ago. Food 
Machinery is so strongly entrenched with numerous 
food producing and processing industries that with 
a little time to solve current problems, there seems 
little doubt that a return to more favorable earnings 
may be expected. Consistent growth and an un- 
broken dividend record since 1935 lend attraction 
to the shares although, unless earnings improve, 
cash dividends smaller than in 1948 may be paid 
with possibly further disbursements in stock as in 
the recent quarter when stock equal to 14 of 1% 
was distributed. A price earnings ratio of 9.8 at- 
tests to considerable confidence by investors in the 
outlook, and probably warrantably so. 


W. T. Grant Company 


Combined volume of 482 variety stores operated 
by W. T. Grant Company in 39 states last year 
established an all-time high of $233.9 million, while 
earnings of $3.67 per share rose materially above 
the $2.63 reported the previous year. Had it not 
been for last year’s shift to LIFO methods in valu- 
ing inventories, 1948 net per share would have been 
$3.11. The company’s fiscal year ended January 31, 
1949, at which time inventories of $19.6 million 
were $7 million smaller than a year earlier, attest- 
ing to large scale reduction or markdowns, probably 
both. The stock early this year sold as low as 20%% 
though recently it has been quoted around 24. In 
1947 and 1948 the high topped 30 and was 401% in 
1946. Due to a modernization program involving 
$6.4 million in 1948 and contemplated expenditure 
of $7 million in 1949, the company paid no extra 
dividend last February as it did in 1948, but quart- 
erly dividends of 25 cents per share seem entirely 
secure. An uninterrupted dividend record since 
1907 lends investment merit to Grant shares, the 
company’s readjustment problems are probably 
largely solved and no significant decline in earnings 
is indicated. Until annual dividends in excess of $1 
per share again seem certain, though, a rather low 
yield may preclude any marked appreciation in the 
share price. 

Evidence that sales and earnings of International 
Harvester Company may have passed their postwar 
peak has aided the decline of the shares to 23, close 
to their 1948-49 low and contrasting with a high 
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of 3414 in the 1946-48 period. While sales of $482.7 
million for six months ended April 30 reached the 
highest level for the period in company history, vol- 
ume for the month of April alone declined for the 
first time in nearly three years from the comparable 
period a year earlier. Net earnings of $2.72 for the 
six months period covered by more than a dollar 
total dividends of $1.70 per share distributed last 
year. Large farm income suggests continued heavy 
demand for the numerous types of agricultural 
equipment bearing the IHC label, but a buyers’ 
market has arrived, along with increased competi- 
tion and signs of lower prices. By this, though, it 
should not be implied that dividends this year should 
be lower than in 1948, for the coverage seems ample 
to allow for somewhat lower earnings. The com- 
pany’s vast postwar expansion and modernization 
program has been practically completed and cost 
controls improved to a point that may offset a prob- 
able moderate downtrend in volume. A yield of 
7.4% looks attractive in view of its potential sta- 
bility, and would appear so even if slightly reduced. 
Overall, it seems likely that a buying zone for the 
shares may not be far away, especially for investors 
with an eye on longer term profit potentials. 


Lake Shore Mines 


One of the largest and long established mining 
concerns in Canada is Lake Shore Mines, Ltd. Over 
a thirty-year period, bullion, mainly gold, valued at 
over $212 million (Canadian) has been produced 
from its properties. Operations have been consist- 
ently profitable, with dividends uninterrupted since 
1918. The nature of the enterprise permits distri- 
bution of a liberal portion of profits, payment of 72 
cents per share in 1948 even exceeding earnings of 
60 cents. Net profits of 41 cents per share for six 
months ended December 31 were close to the annual 
rate of 83 cents a share reported in the fiscal year 
ended June 30, 1946, when the shares sold as high 
as 23%, in contrast to their present deflated level 
of 11. Considering the depression-resistant char- 
acteristics of gold mining enterprises, the excellent 
record of Lake Shore Mines, the prospect of further 
earnings improvement as operating costs decline, 
and current yield of 6.5%, a properly timed pur- 
chase of this stock (listed on the New York Curb 
Exchange) might prove advantageous to investors 
seeking a sound medium of this special kind. Better 
grade gold mining shares have displayed consider- 
able price strength during the current year when 
the general market was weakening, the range for 
Lake Shore Mines to date in 1949 was high—133,, 
low—8. At 11, accordingly, the price is about mid- 
way. 

Apprehension over the decline in industrial ex- 
pansion programs has undoubtedly been responsible 
for lowering the price of Square D Company shares 
to their 1948-49 low of 14. At this level they repre- 
sent a decline of 42% from their high of 237% in 
the same period. As a producer of thousands of 
various electrical control devices and aircraft pre- 
cision instruments, the company enjoys an excep- 
tionally strong trade position, but volume and earn- 
ings are likely to fall somewhat short of 1948 in 
the current year, though not too significantly so. 
Ten highly modern plants located throughout the 
United States, Mexico and Canada are continually 

(Please turn to table on page 282 
Story continued on page 301) 
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Statistical Data on Low Priced Shares* 





Range 
1946-49 


—wNet Per Share— 
Recent Ist Quarter 
Price 1948 1949 


Div. 
1948 


Div. Earnings 


Yieldt Ratio¢ 


COMMENTS 





American Airlines . 197%- b!/g 


$9 def$.67 def$.09 


Nil 


Current share price inadequately reflects improved 
position and approach of profitable operations. 





American Radiator & S.S. 23 -10% 


I 2.57 a f 


$1.50 


13.6% 


4.3 


Prospective lower earnings seem to be liberally dis- 
counted by current share quotations, even if divi- 
dend is reduced. 





American Safety Razor .. 2254- 6!/2 


7 47 .08 


AL) 


10.7 


14.8 


Stock speculative but earnings uptrend possible 
soon since dealer inventories are being depleted. 





Bell Aircraft 35!/2-10% 


2 ~=def.80 siz 


1.00 


8.3 


1949 outlook enhanced by sharply higher backlog. 
Liberal year-end dividend possible. Readjustment 
period passed. 





Bendix Home Appliances 253%4- 6% 


8 3.78 06 


1.12"/2 


14.0 


2.1 


Company struggling with severe competition, 
sharply reduced demand and rigid costs, shown by 
recent dividend omission. 








Budd Co. 22/- 77 


8 2.48 1.04 


45 


5.6 


32 


15 cents quarterly dividend seems safe but decline 
in automotive business foreshadowed by share price 
behavior. 





Crown Cork & Seal 31-14! 


15 3.28 32 


1.25 


8.3 


4.6 


Substantial recovery from lean first quarter earn- 
ings expected, factor not reflected yet by market 
action of shares. 








Dana Corp. 18l/44- 95% 


10 4.30 1.86b 


-60 


6.0 


2.3 


Well situated concern with earnings likely to level 
off at a point that should assure dividend stability. 








Divco Corp. 28H%- 99%, 


10 3.80 -60c¢ 


2.6 


Decline in share price amply discounts reduced 
demand for small delivery trucks in which company 
specializes. 








Dresser Industries 333-14 


20 7.14 1.74e 


2.8 


Rebound in share price from low of 1/4 to 20 re- 
flects well maintained demand for oil equipment, 
strong finances. 








Ekco Products 2774-10\/4 


12 2.93 5 


4.1 


Output of diverse kitchen wares has established 
stable earnings though normally lower than of late. 
Current share price reasonable. 





Eureka Williams 22!/- 3% 


def.73 f 


Resumption of dividends unlikely in near term due 
to sharp oe in demand for vacuum cleaners. Ad- 
justment problems severe. 





Gabriel Co. 17%4- 53% 


6 2.23 31 


HY j 


Sharply reduced earnings in prospect, as indicated 
by share prices, but results may equal 95¢ earned 
in 1947, according to management. 








Gar Wood Industries 17 - 4% 


5 1.89 09 e 


Nil 


2.7 


Marked decline in demand for most of lines ad- 
versely affecting earnings, and preferred arrears 
preclude dividend. 





Hudson Motor Car 34!/- 9 


ft 7.28 1.93 


70 


6.4 


1949 earnings should be large and low price for 
shares liberally allows for leaner times ahead. 








Lima-Hamilton 135g- 7", 


-63 


Te 


3.7 


Gradual evaporation of backlog orders for loco- 
motives indicates decline in 1949 earnings. Shares 
have only limited appeal. 





30 /e-10Y/g 





Martin-Parry 


a 4.04 1.86 b 


1.10 


ai 


Recently advanced 25 cents quarterly dividend indi- 
cates management confidence but earnings likely 
to decline. 





Maytag 17 - 7% 


8 4.44 44 


1.25 


New model washer may be profitable but decline 
in share price reflects sharp competitive struggle 
and lower earnings. 





Minneapolis-Moline 1954- 7 


1 wad 3.20 


Nil 


Competition may reduce earnings somewhat, but 
recently inaugurated 30 cents quarterly dividend 
probably secure. 





National Gypsum ....... 3314-1344 


14 3.60 67 


7.1 


a 


With only moderate decline in volume and earn- 
ings expected ahead, shares of this concern appear 
reasonably priced. 





Packard Motor Car 2554- 3% 


4 1.01 26 


a2 


8.7 


4.0 


Large number of nag aay my | shares with resultant 
dilution of earnings tends to hold down price. With 
auto demand soon to pass peak, stock lacks appeal. 





Pressed Steel Car ........ 30 - 4% 


5 def2.36 49 


Nil 


Improved cost controls indicated but sharp decline 
in car orders an offset. Non-dividend stock and 
very speculative, lacks appeal. 








Wayne Pump ........ 47!/2-11%4 


2 defl.l3 def.30 


Radical drop in demand for filling station pumps 
precluding profitable operations and dividend 
payments. Shares well deflated. 





Wilson & Co. . 21 - 9% 


10 2.70 


3.7 


Meat packers face continued adjustment problems 
arising from imbalance between animal costs and 
meat prices, plus lower dollar volume. But shares 
well deflated. 





York Corp. 27Y4- 8/2 


9 3.00 Ig 


50 


5.5 


3.0 


Seasonal influences and reduced demand for re- 
frigeration equipment may lower earnings but share 
price now has moderate appeal. 





*__Adjustments made for stock splits. 
t—Based on 1948 dividends. 
t—Based on 1948 earnings. 

b—Six months ended February 28. . 





c—Six months ended April 30. 
e—Three months ended January 31. 
f—Nine months ended April 30. 
g—Six months ended March 31. 
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By PHILLIP DOBBS 


&Y nvestors in distillers’ 
shares, more likely than in many 
other branches of industry, have 
experienced prolonged difficulty 
in appraising normal values of 
their holdings. Four years of war- 
bred prosperity, followed by a 
brief bonanza period that in the last two years has 
been gradually subsiding, have obscured factors that 
form a base for normal expectations. And to height- 
en the confusion, clear signs that the industry has 
reached a new phase of competitive effort compli- 
cates the picture. 

Aside from the rather threadbare premise that 
consumption of liquor hinges rather closely on the 
level of national income, there are few prewar sta- 
tistics sufficiently reliable as yardsticks to gauge 
the medium term outlook. Conditions throughout the 
economy, among the principal competitors and on a 
company basis differ broadly from former experi- 
ence. And what now promises to accentuate these 
differences is the imminent arrival of stiff competi- 
tion, possibly the toughest the industry has ever 
known. In view of this, and the stiff competition 
ahead, it is small wonder that prevailing uncertain- 
ties have abetted a deflation in distillery share prices 
to their lows of 1948-49. As usual, though, the pres- 
sure to sell has been overworked, for everything 
considered, the strengest concerns are facing the 
coming battle with decided confidence. Unbiased 
analysts foresee earnings well above prewar and the 
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LIQUORS 


“as Facing Price 





probability of stable divi- 
dends for some time to 
come. 

In any discussion of 
the distillers, it is well to 
understand that produc- 
tion and sale of whiskey 
is their main activity, 
though many also pro- 
duce various alcohols, 
gins, wines and even 
beer, and some have 
achieved diversification 
in the chemical field. 
During the last decade, 
no less than 24 independ- 
ent distillers have been 
eliminated or merged 
with larger competitors, 
leaving hardly more than 
half a dozen strongly en- 
trenched and well 
financed concerns in a 
dominant position. Sev- 
eral of these for decades 
past have concentrated 
on whiskey output and 
the promotion of long 
established brands. There 
are four kinds of whis- 
keys competing with 
each other for popular 
favor: (1) bottled in 
bond or stock at least 
four years old and 100 
proof (50% alcohol); 
(2) straight whiskey 
ranging from 86 to 90 
proof; (3) blends or 
whiskey of no special age and mixed with an aver- 
age of 70% neutral spirits; (4) blended straights 
with no spirits. Competition from imported scotch 
whiskies is a different matter. 

Since the distilling industry for many years has 
had large excess capacity, under normal peacetime 
conditions in prewar it was a simple matter to 
accumulate stock of properly matured whiskey for 
use in any of the categories mentioned. Under the 
restrictive influences of wartime conditions and 
grain allocations, however, the struggle to meet de- 
mand while building up an adequate store of four 
year old whiskey has been intense, gradually de- 
pleting the available supply of aged liquor until 
stocks at the end of 1948 were the lowest in history. 
Since 1945, accordingly, the properly aged whiskey 
in good repute has commanded a high scarcity 
price, whether in pure form or used in blends. The 
retail price of $6.70 per fifth and upwards has kept 
it in the luxury class with a premium of around $2 
per bottle over prices for blends. 


Improved Supply Situation 


Early in 1949, the supply situation improved when 
24 million gallons of whiskey produced and stored 
back in 1945 matured, and beginning with July an- 
other 68 million gallons will come of age during the 
balance of the current year. On top of this an addi- 
tional amount of around 127 million gallons will 
mature during 1950. Thus it seems quite clear that 
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Statistical Summary of Leading Distillers 
Yo of 
Net Current Inven- Inventories Price- 
Sales* Assets* tories* toCurrent Net PerShare Div. Div. Earnings Recent Price Range 
$ million Assets 1948 Interim 1948 Yield} Ratiot Price 1948-49 
American Distilling —___ . $16.3 $17.7 $11.6 65.7% $4.12 $1.95 $2.00 65% 7.5 $31 4934-25 
Brown-Forman Distillers... «= 43.4 31.8 20.1 63.0 6.89 NE 1.40b 15.5 1.3 9 27%4- 9 
Distillers-Seagrams .. pic >: ae 301.0 208.0 69.0 6.24 2.26 c¢ .70 5.4 Ze 13 1934-13 
National Distillers 518 169.6 116.0 68.7 3.37 71 2.00 11.8 5.0 17 22'/4-17 
Publicker Industries «160.8 104.6 79.5 76.0 5.52 def.22f Stock =... 2.9 16 2834-15)/2 
Schenley Industries 459.8 280.0 192.9 69.0 8.20 4.77 e 2.00 8.3 2.9 24 3556-24 
Walker-Gooderham ‘& Worts 310.3 117.5 72.5 62.0 8.62 4.73 6 2.00 9.5 2.4 21 2734-1854 
*—Latest fiscal years. b—Plus stock. 
t—Based on 1948 earnings. c—Six months ended January 31. 
$—Based on 1948 dividends. e—Six months ended February 28. 
' a—Six months ended !March 31. f—Three months ended March 31. 














the long maintained gap between supply and de- 
mand will shortly. snap together with probable 
repercussions on the price structure. Memories of a 
countrywide price war in 1939-41 are still fresh in 
the minds of distillery managements and many in- 
vestors alike, but examination of the outlook sug- 
gests that the process of readjusting prices in the 
months ahead may cut into earnings far less than 
many might infer. 

For one thing, the amplification of aged whiskey 
supply in the second half year will be spread over 
six months rather than arrive with a bang on July 
1. Additionally, many of the distillers like to retain 
sizable stocks for five and six year maturing, par- 
ticularly those who have learned from experience 
what an advantage in both price and popularity the 
increased maturity establishes. Also, it is a wide- 
spread policy to keep stocks on hand of aged whis- 
key equal to about a year’s demand under normal 
conditions. Thus many months and possibly a full 
year may elapse before the supply becomes uncom- 
fortably large or reaches anything like flood pro- 
portions. 


Price Reductions Ahead? 


These encouraging factors, on the other hand, do 
not imply that price reductions on mature whiskey 
will not to some extent cut into distillers’ net earn- 
ings for 1949. The leading managements recognize 
the inevitability of ultimately lower prices and some 
have already begun to lower price tags. For a long 
time, margins on mature whiskey have been abnor- 
mally wide but between slim supply and consumer 
price resistance, over-all volume of this item has 
been restricted. To fill the void, the public for about 
eight years has been buying increased amounts of 
whiskey blends until last year the proportion of 
consumption in this division rose to a record high 
of around 85% of the total in contrast to less than 
50% in prewar. With increased availability of the 
top grade whiskies, producers of many favorite 
brands will now tighten their belts to recapture a 
portion of the market lost to blends and the first 
step undoubtedly will be to narrow the present 
spread in prices between the two types. Regardless 
of curtailed unit margins, it will be realized that 
expanded volume in high grade whiskey could offset 
the handicap of reduced prices, and strongly estab- 
lished distillers with well known brands have a wide 
open target at which to shoot. If the prices of 
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straight whiskey are gradually lowered, even 
economy-minded consumers in increasing numbers 
will consider quality of more importance than price 
tags. While prices of blended whiskey may respond 
with a downward trend,. margins on these liquors 
are narrower than might be supposed and the lee- 
way for price reductions is strictly limited. 

The prospect of price wars in the distilling indus- 
try, while encouraged by more intense competition 
between individual concerns as well as between 
“straights” and “blends” is dimmed not only by the 
smaller number of competitors in the field but by 
changed conditions among distributors as well. 
Wholesalers have a vastly greater number of retail 
outlets to cover than in prewar, and increased com- 
petition in local areas has aroused wholesome cau- 
tion among retailers against over-heavy inventory 
accumulation. Liquor sales are now legal in all 
states except Mississippi and Oklahoma. 

Fair trade practice laws are in effect everywhere 
except in liquor monopoly states. Too much empha- 
sis must not be accorded a recent court decision that 
upset the New York Fair Trade Practice law, for 
the legal flaw will undoubtedly be rapidly corrected ; 
meanwhile the authorities will frown on any un- 
warranted price cutting at the retail level. 

Legitimate price fixing by producers tends to en- 
courage inventory accumulation on a reasonable 
scale by retailers because they know that no cut 
prices can be offered by department stores or fly-by- 
night competitors. At the same time chances for 
price guarantees by supply sources are enhanced. 
Difficulty in preventing price wars at the retail level 
were chiefly responsible for former serious upsets 
in the industry, but this has been largely eliminated 
and the few leading distillers are probably too wise 
to start cutting each other’s throats with price cuts 
that would wipe out profits. 


What About Consumer Purchasing Power? 


One adverse element in the equation is the in- 
creasing reluctance or inability of consumers to pur- 
chase liquors. Demand receded about 3% at the 
retail level last year, though 1947 overstocking by 
distributors reduced their 1948 purchases by about 
5.8%, thus more importantly affecting distillers’ 
sales. Prospects of increased unemployment in the 
last half of 1949 may bring a moderate decline in 
national income that normally foreshadows reduced 
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uquor consumption. As yet, though, there is nothing 
to indicate any significant contraction of purchasing 
power, and lower living costs may also prove some- 
what of an offset. Population growth, making for 
broader markets, is another encouraging factor in 
appraising longer term potentials for the industry. 


Lower Materials Costs 


Lower prices for grain naturally make for lower 
operating costs, but this factor often is exaggerated. 
A drop of as much as $1 per bushel in grain prices 
reduces whiskey costs by only about 20 cents a gal- 
lon. Combined with lower costs of containers and 
other materials, however, the reduced cost of grains 
carries somewhat more significance. Freight costs 
on the other hand have risen, as have wage rates 
though the wage ratio on the whole is low in the 
industry. Aside from overhead expenses, the indus- 
try still faces a price cutting barrier in Federal 
excise taxes of $9 per gallon and average state taxes 
of about $1.43 per gallon. These combined taxes 
alone will preclude deep price cutting. But on bal- 
ance, cost-price ratios throughout the industry are 
bound to narrow if liquor prices decline even mod- 
erately, for in the all-out competitive fray that is 
about to start, advertising and promotional ex- 
penses will necessarily expand sharply. It is safe to 
say that lower earnings are in store for the leading 
concerns but the downtrend will be tempered by 
their ability to stabilize volume by sizable outlays 
for promotion. Reflecting the success or failure of 
these campaigns, operating results of individual 
concerns may develop wide variations but over-all 
net income is expected to compare favorably with 
best prewar experience. ; 

In studying the current status and potentials of 
the stronger distillers, their present holdings of 
aged liquor are an important factor. In this respect, 
Schenley Industries is supposed to enjoy a major 
advantage, for its trade position is strong and liquor 
sales accounted for about 85% of $459 million total 
volume in its fiscal year ended August 31, 1948. 
Schenley faces quite a problem when it comes to 
elbowing its way with ample supplies of aged whis- 
key into increased competition with blends, for its 
business in the latter form of whiskey has become 
very substantial. The management, however, is 
evidently determined to offer brands of all types in 
every price range, and is set to intensify its sales 
efforts on straight whiskey in opening the “battle 
of the brands.” The company has marked down the 
retail price of “Ancient Age,” a five-year-old 
straight, to $5.19 per fifth in New York from form- 
erly $5.68 and has introduced two new straights at 
attractive prices. Schenley blends, such as ‘‘Reserve”’ 
and “Three Feathers” at the $4.05 level, have not 
yet been seriously threatened by the company’s 
straights. 

Schenley’s aggressive promotional policies and 
high quality inventories may hold.sales in the pres- 
ent fiscal year close to the previous period, but price 
reductions and increased advertising outlays may 
moderately reduce net earnings. For six months 
ended February 28, though, net of $4.77 per share 
was at a higher annual rate than the $8.20 reported 
for fiscal 1948. On the other hand, a downtrend de- 
veloped in the Fepruary quarter that may be ex- 
tended in following periods for reasons stated. The 
50 cents per share dividend paid quarterly appears 
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secure and the shares at their 1948-49 low around 
24 hold substantial speculative attraction. 

Publicker Industries several months ago an- 
nounced two new brands of straight four-year-old 
whiskeys priced at $4.05 per fifth, in direct compe- 
tition with a number of well-known blends. Pub- 
licker’s subsidiaries hold substantial inventories of 
aged whiskey and aside from production of liquors, 
the company has a large output of industrial alco- 
hol. Inventory losses occasioned by the sharp drop in 
price for alcohol were somewhat offset by corre- 
spondingly lower prices for molasses, the basic in- 
gredient. But Publicker’s seemingly favorable earn- 
ings of $5.77 per share in 1948 were considerably 
supported by a bulk sale of mature whiskey to Dis- 
tillers-Seagrams, and distorted by a change in inven- 
tory valuation methods. Operations were slightly in 
the red in the March quarter and cash dividends 
seem remote. The company’s shares are highly spec- 
ulative but may have discounted most of the un- 
favorable factors. 


Distillers-Seagrams 


Distillers Corporation-Seagrams Ltd. outdid all 
competitors last year with volume of $738 million, 
but reported earnings of $2.26 per share for six 
months ended January 31 were lower than the an- 
nual rate of $6.24 established in 1948. This concern 
specializes in blended whiskeys and enjoys a high 
trade reputation although it has been holding a club 
over some of its distributors. While inventories of 
aged whiskey are thought to suffice for immediate 
needs, there is a chance that its supply may be 
pinched in coming months. To meet successfully in- 
creased competition from straight whiskies as well 
as blends, will require large promotional outlays, 
but the management is aggressive and is backed by 
ample resources. While lower earnings are in pros- 
pect, the recently increased 25 cents quarterly divi- 
dend rate should be amply covered and at current 
price the stock seems reasonably valued. 

Brown-Forman Distillers Corporation, an old and 
relatively small producer of bonded whiskey, blends 
and rum has been ex- (Please turn to page 302) 
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Atter travelling a rocky road 
for an extended period, the motion 
picture industry seems now to ap- 
proach successful completion of its 
complicated readjustment to normal 
competitive. conditions. More than 
this, it may well be on the threshold of another dy- 
namic growth period such as occurred following 
transition from silent to sound films more than 
twenty years ago. This encouraging outlook is find- 
ing recognition in the stock market, where resistance 
by this group to general reactionary tendencies prob- 
ably is no mere coincidence. For while the going may 
still be somewhat rough for a time, the industry’s 
profit outlook is distinctly improved. The need for 
continued economies, however, persists. 

Progress achieved in solving numerous problems 
encountered since the peak of the war boom seems to 
have been only partially appreciated. Principal ob- 
stacle that had to be overcome was reduction in pic- 
ture costs. Evidence of improvement in this direction 
is afforded by recent earnings statements showing a 
slackening in the downtrend of profits despite lower 
revenues. Adverse effects of competition from other 
forms of entertainment, notably television, also are 
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"I Rough Going 
mi for the MOVIES 


diminishing and industry executives 
are visualizing potential benefits from 
eventual expansion of video in the 
home. Theatre operations are regis- 
tering better results despite the fact 
that attendance has been hurt to some 
extent by reduced national income. 
Closer control over operating expenses 
has enabled management to counter- 
act unfavorable effects of smaller 
theatre receipts. Moreover, box office prices have 
held up better than generally had been expected. As 
for anti-trust litigation and burdensome restrictions 
on foreign sales — principal sources for worry by 
management and investors in recent years — prob- 
ably the worst aspects of these developments are 
behind. In brief, the industry’s serious problems 
appear to have been widely acknowledged and dis- 
counted, while its brighter promise has received 
comparatively little attention. 

Without ignoring or minimizing difficulties still 
presenting hazards, an effort will be made here to 
gain a clearer perspective of other influences that 
promise to have longer range beneficial effects on 
the industry and the securities of its major repre- 
sentatives. 

Factors which undoubtedly will have considerable 
bearing on the industry’s future growth and whose 
adverse effects seem ‘to have been exaggerated are 
television competition and anti-trust litigation. 
Hence, although as a practical matter, production 
costs are of greater immediate importance as a de- 
terminant of earnings trends, it may be well to dis- 
cuss developments which contributed heavily to 
liquidation in movie stocks in recent years. 

Rapid progress in popularizing television in the 
last year or two raised the question as to whether 
this form of entertainment eventually might sup- 
plant the neighborhood movie. Would people prefer 
to remain at home for relaxation and diversion? 
Pessimists jumped to the conclusion that theatre 
attendance would be so seriously curtailed when 
television was available for a majority of homes as 
to threaten successful operation of any except large 
metropolitan houses. Tests conducted recently 
among television owners have brought forth reas- 

suring results. Surveys indicate conclusively that 
while theatre attendance is retarded considerably in 
the first few weeks after installation of video, com- 
petition from the newer form of entertainment 
gradually diminishes thereafter until in about a year 
previous movie attendance habits have been re- 
established. 


Television—Opportunity or Threat? 


Moreover, from the standpoint of the picture pro- 
ducers, television offers a field for growth far greater 
than the theatre. Taking into consideration potential 
growth in video stations and programs, it is evident 
that the number of hours to be available for operation 
will greatly exceed the total now afforded by movie 
theatres. It has been estimated that film requirements 
necessary to satisfy television programs of the future 
would run well ahead of current output of all domestic 
producers. Thus, instead of presenting a threat to the 
producing end of the business, television looms as a 
possible source for greatly enlarged output. Such 
films, moreover, would not necessarily compete with 
theatre entertainment. 

Experience has demonstrated the practicality and 
popularity of large-screen television shows. In scat- 
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Statistical Summary of Leading Motion Picture Companies 
Price- 
Net Per Share Divs. Per Share Div. Earnings Recent Price-Range Low Low 
1947 1948 Interim 1947 1948 Yield Ratio Price 1948-49 1947 1946 
Columbia Pictures . eae ee $ .40 $ .34f $1.00e — stock 25.0 $10 $13'14- 7% 11% 20 
Loew's, Inc. ......... ‘ 2.26 —*1.03 80g 1.50 $1.50 88% 165 17 20!/4-14'/g 18% 25/4 
Paramount Pictures . ee 3.95b  3.36b .64ab 2.00 2.00 10.0 5.9 20 26%-18!/2 20% 26 
Radio-Keith-Orpheum ............ 1.30 13 27a 1.20 .60 7.5 61.5 8 113%4- 6% 85 14! 
Republic Pictures _.. .09 def. .53 08h nil nil : ze 3 5V/4- 2", 31/4 7, 
Twentieth Century-Fox 4.81 4.30 1.04 3.00 2.00 9.1 5.1 22 2552-179%4 22!) 37\/g 
Universal Pictures ............... 3.11 def.3.59 def. .82h 2.00 75 8.3 aii 9 15\/- 7 15\/, 25 
ili MI cients 3.03 «1.62 Tim 150 1.25  I14 68 I 14-4 12 15 
Technicolor te Rees 1.56 1.93 72k 1.00 1.25 9.6 6.7 13 16 -10% 10% 14 
a—April 2 quarter. g—z28 weeks ended March 17. 
b—Before undistributed earnings. h—quarter ended Jan. 29. 
| c—March 26 quarter. k—quarter ended March 31. 
| e—Plus stock. m—six months ended Feb. 26. 
| f—39 weeks ended March 26. 














tered tests of sport telecasts, theatre operators noted 
extremely favorable spectator reactions. It is not un- 
reasonable to suppose that in due course theatre com- 
panies may stage their own sporting events — 
especially prize tights — for exclusive presentation 
by television in theatre chains. The industry thus 
would be in position to cater to the public’s so-called 
gregariousness, that is, its preference for witnessing 
entertainment or sporting events in crowds. 


Potentialities for Expansion 


As a medium for advertising new film productions, 
television offers greatest potentialities for expansion 
of motion pictures’ entertainment. Although theatre 
attendance averages close to 100 million persons a 
week, a considerable part of the total is represented 
by a much smaller part of the country’s population 
who visit picture houses several times a week. In fact, 
the industry estimates that it caters regularly only 
to between 15 and 20 million persons. On basis of 
tests with short excerpts from new films it has been 
demonstrated that the public responds much more 
readily to this form of advertising than ordinary 
newspaper announcements. There seems to be excel- 
lent reason for contending that total box office re- 
ceipts may be enlarged substantially when full ad- 
vantage can be taken of television as a stimulant for 
new films. 

Thus far individual movie companies have moved 
slowly in taking an active part in development of 
television. Paramount Pictures has been most aggres- 
sive in this respect. This company owns all the out- 
standing 560,000 shares of Class B together with 
43,200 shares of Class A stock of Allen B. DuMont 
Laboratories representing an investment of $164,000. 
The stock has an estimated market appraisal of close 
to $7.5 million and readily might command $10 mil- 
lion since it represents working control of the 
DuMont company. In addition, Paramount operates 
a television broadcasting station in Chicago, which 
has been slated for the new theatre company in the 
coming integration, as well as a station in Los 
Angeles. Other companies have watched television 
developments closely and would be prepared to move 
quickly when conditions appeared conducive to suc- 
cessful operation of stations or production of film 
entertainment. 

1949 
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The more earnestly television’s competition is 
studied in the light of actual experience tests in areas 
where video has lost some of its glamour as a novelty, 
the more convincing seems to be the argument that it 
may prove as significant for the motion picture indus- 
try as the introduction of sound in the late 1920’s. 
Imagine, as an example, the box office appeal of a 
sporting event such as the Joe Louis-Walcott boxing 
championship fight! After completion of coaxial 
cable connections between the East and the Pacific 
Coast together with intermediate extensions, such an 
exhibition could be made available for the entire coun- 
try through the medium of television and motion pic- 
ture theatres, for it would be staged for the exclusive 
use of theatres in the chain. Tremendous growth po- 
tentialities in this direction undoubtedly lie ahead. 

Now what about the consequences of the anti-trust 
litigation? Fears of adverse effects on earnings re- 
sulting from enforced disposal of profitable theatre 
properties undoubtedly accounted for considerable 
liquidation in movie stocks. Notwithstanding such 
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apprehension, however, there seems sound basis for 
thinking that results may prove advantageous for 
stockholders. A clearer answer to this question will 
be available when picture production and theatre 
activities of Paramount and of Radio-Keith-Orphe- 
um are separated early in 1950. Consent decrees 
agreed upon by the Government and by stockholders 
are scheduled to become effective around the turn 
of the year. 


Anti-Trust Litigation 


Whether or not Loew’s, Inc., Twentieth Century- 
Fox and Warner Bros. Pictures, other principal 
owners of theatre chains, will be compelled to dis- 
pose of any of their exhibition properties has not 
been determined. These companies declined to fol- 
low the course adopted by Paramount and R-K-O. 
They contended that in its decision settling the anti- 
trust suit, the Supreme Court rejected the conten- 
tion of the Government that divorcement must be 
enforced because ownership of producing and exhi- 
bition activities in itself was illegal. The court set 
up several tests by which legality of so-called verti- 
cal integration could be measured. The three com- 
panies mentioned have argued in recent court hear- 
ings that distribution practices criticized by the 
Department of Justice have been altered and that 
operations in recent years have conformed with 
the statutory court’s ruling as upheld in the highest 
court. Decision in this case is anticipated shortly. 
Regardless of the outcome, not too many theatres 
apparently are involved and managements doubt 
that compliance with court orders would impose 
serious hardship. 

Break-up of Paramount and R-K-O will result in 
formation of two separate companies in each case. 
One will continue the picture production operations, 
while the other will restrict activities to operation 
of theatres. In case of Paramount, stockholders will 
receive a half share of each new company for each 
share of old Paramount Pictures owned. The divi- 
sion in case of R-K-O will be one share each of the 
new companies. Experience has suggested that such 
splits usually result in higher market appraisals for 
component parts than for the old shares as a whole. 
As mentioned earlier, time will tell whether this 
principle holds in case of the movie stocks. 


Economies in Production 


Now let us consider the principal source of im- 
provement in earnings trend—namely, introduction 
of economies in production. The element of risk in 
making pictures is extremely high, for an unsuc- 
cessful venture can offset profits on several good 
films. On the other hand, a comparatively inexpen- 
sive production may contribute handsome profits if 
it catches the public’s fancy. To be profitable, pic- 
tures must have what the trade calls box-office 
appeal. 

Salary commitments represent a high ‘percentage 
of total picture costs, averaging 70 to 85 per cent, 
and of this expenditure, payments to the cast of 
actors account for about one-third. Film production 
costs vary widely, but in recent years have gener- 
ally ranged close to $1 million for ordinary feature 
pictures. Special productions frequently cost con- 
siderably more. Inasmuch as pictures are extremely 
perishable commodities and lose their popularity 
rapidly after presentation to the public, their value 


deteriorates correspondingly and it is necessary to 
write down their cost as quickly as possible to make 
certain that the investment is recouped. This policy 
is referred to in the industry as amortization. Most 
producers completely amortize costs of an ordinary 
picture within a year. It is an unsual film that 
brings in revenues of consequence after such a 
period. 

When it is understood that heaviest amortization 
charges arise in the first few weeks of distribution, 
it may be seen that a picture begins to bring in 
profits only after several months and then only if it 
maintains anticipated drawing power. Because a 
period of a year and a half to two years elapses 
between purchase of a story and its production into 


a picture for distribution, the industry is subject | J 


to adverse trends when box office receipts decline 
while high-cost pictures are being released. Cons 
trarywise, beneficial effects show up quickly—as in 
early days of the war—when low-cost pictures en- 
joy exceptionally long runs after having been fully 
amortized. 

The outlook recently has turned for the better 
because the industry has worked off high-cost pic- 
tures released in 1947 and early last year. Films now 
being distributed do not require such heavy amor- 
tization charges. Hence, even though receipts have 
declined, a larger proportion of rentals is available 
for earnings. This trend toward economy in pro- 
duction explains the fact that Loew’s, Inc., for ex- 
ample, was able to report higher earnings in the 
first half of its current fiscal year at 80 cents a 
share than in the corresponding period a year ago. 


Foreign Market Prospects 


No discussion of the motion picture industry 
would be complete without reference to the foreign 


market, although unfavorable aspects of restrictions | 
abroad on American films appear to have passed | 


their peak. The outlook for export business seems 
to be improving moderately. American producers 
were hard hit when Great Britain imposed severe 
handicaps on showing their films in the British 
Empire. After repeal of a prohibitive tax on film 
imports, American producers were permitted to ship 
pictures freely to Great Britain, but playing time in 
theatres was limited and withdrawal of revenues 
was sharply reduced—to about $17 million a year 
from $50 million. 

Surplus earnings abroad could be utilized over- 
seas, however, so that American companies under- 
took production of pictures in England and in Italy. 
Loew’s, as an example, produced “Edward, My Son” 
in its London studio with so-called “frozen” funds. 
Other companies have adopted this expedient of 
recovering in part at least revenues that otherwise 
would be unavailable as profits. 

When it is considered that a relatively high pro- 
portion of film rentals—averaging 25 to 35 per cent 
—is derived from foreign exhibitors under normal 
conditions, it may be seen that the adjustment to 
Great Britain’s virtual embargo was severe. The 
blow fell with heaviest effect on non-integrated pro- 
ducing companies that had relied in large measure 
on returns from abroad for profits. The industry 
gradually is adjusting its practices to a reduced 
level of foreign income, however, and as nearly as 
can be judged, the worst effects from difficulties 
abroad appear to have been experienced. 

Another factor that (Please turn to page 301) 
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—A COMPARATIVE 
INVESTMENT AUDIT 
By H. S. COFFIN 





ie he rotating adjustments now in process 
throughout the economy seem to have avoided the 
cement industry thus far, to judge from encourag- 
ing first quarter reports of leading concerns. While 
suppliers of building materials generally are feeling 
the impact of reduced residential construction and 
industrial expansion, public works programs are 
being stepped up significantly as an offset, checking 
a drop in demand for cement. For this reason it is 
especially interesting to examine the status and po- 
tentials of two outstanding competitors in this field. 
In comparing two concerns in the same industry, 
analysis usually reveals discernible variations in 
capitals structure, products, pricing policies, plant 
modernization, promotional activities and operating 
efficiency. Except for varying capacity, market cov- 
erage, volume and earnings, however, both Lone 
Star Cement and Lehigh Portland Cement have 
many factors in common. Each concern is well in- 
tegrated, with modernized facilities using the most 
advanced type of machinery and processes. Both 
manufacture the same standardized product, have 
similar operating problems, a satisfactory dividend 
record and almost identical capital structures. Their 
shares, though, pay different dividends and are 
quoted at prices that establish quite a spread, thus 
enhancing interest in their investment or specula- 
tive qualifications. 
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With so many common attri- 
butes, it is well to under- 
stand some of the industry 
factors that have influ- 
enced the growth of these two 
enterprises and may affect 
their future progress. Labor 
costs are relatively small in 
the cement industry, while 
supplies of essential raw ma- 
terials such as lime, silica and 
alumina, are readily available 
in most sections of the coun- 
try. Transportation and fuel 
costs on the other hand are 
substantial, and necessary 
wide dispersion of plants by 
the large concerns tends to 
keep overhead costs high. Out- 
lays for plants and modern 
machinery are large, for raw 
materials have to be crushed, 
mixed, exposed to great heat, 
packed and stored. Some of 
the rotating kilns in which 
the mixtures are heated to 
2800 degrees are about 350 
feet in length, and if placed 
on end would equal the height 
of a 24 story building. Large 
scale handling equipment is 





needed at every stage, from the quarries to 
storage of the finished product. 

While different types of cement are used, 
the composition of Portland Cement has been 



































Comparative Statistical Summary 
Lehigh Lone 
Portland Star 
Cement Cement 
CAPITALIZATION: As of 12/31/48 12/31/48 
Common Stock ‘number of shares)... 950,780 948,597 
INCOME ACCOUNT: For year ended 12/31/48 12/31/48 
Net Sales (000 omitted); $38,380 $54,576 
Net Sales Per Share $40.30 $57.80 
Operating Margin . 28.8% 26.6% 
Pre-Tax Net Income (000 omitted) $9,368 $12,376 
Pre-Tax Net Margin 24.5% 22.6%, 
Net Income (000 omitted) $5,668 $6,222b 
Net Profit Margin é 14.8%, 11.4%b 
Net Per Share $5.96 $6.56b 
12 mos.to Ist quarter 
INTERIM REPORTS: 3/31/49 1949 
Net Per Share ean rite $6.13 $1.67 
Net Profit Margin ___. 14.8% 12.6% 
Earnings and Dividend Record (per share) 
1948 .. $5.96 $6.56 
10-Year Average ‘Earnings, 1939-48. $2.58 $3.58 
1948 Dividend 7 $2.00 $4.50 
10-Year Average Dividend, 1939- 48. = _ $1.50 $3.38 
BALANCE SHEET (000 omitted)!: As of... 12/31/48 12/31/48 
Cash and Securities . $8,408 $9,700 
Cash and Securities as %, of Current Assets___ 46.0%, 42.0%, 
Inventories . $7,548 $10,132 
Inventories as % of Current Assets _. 445% 43.5% 
Total Current Assets $18,211 $23,266 
Total Current Liabilities $2,302 $6,376 
Net Working Capital $15,909 $16,890 
MUO Wea C250 35h a Fe Se ee 7.9 3.7 
Fixed Assets, Net — $24,095 $35,024 
Total Assets es $46,603 $60,722 
Book Value Per Share . $46.59 $57.29 
Net Current Asset Value Per Share. . $16.70 $17.80 
Recent Price of Common .. $38.00 . $64.00 
Dividend Yield (on 1948 Dividends) __ = 5.3% 7.0%, 
Price-Earnings Ratio (to 1948 Earnings) _.. eS i" 6.4 9.8 
b—After foreign exchange adjustments. 
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LEHIGH PORTLAND CEMENT 





Funded Debt: 
Shs. Common: 
Fiscal Year: 


None 
950,780 - $25 par 
Dec. 31 


THOUSANDS OF SHARES 


1942 | 1943 | 1944 1945 1946 
Ber . -18 
1. : 


1940 1941 
| 2.41 . 2. 


1938 1939 


2.71 


9 | 12.6 | 


carefully standardized, leaving competition mainly 
based on the elements of price, transportation costs 
and brand popularity. By admixture of gypsum and 
other elements, more rapidly setting cement and 
special types for oil drilling are produced, not to 
mention variations for other purposes. Despite total 
output of 205 million barrels of cement last year, a 
record high, demand fell short of supply with little 
likelihood that a balance will be established for some 
time to come. Mill stocks held by the industry at 
the end of 1948 were only 7.2 million barrels, an 
all-time low and less than a third of the year to year 
average. In the current year, output during the first 
four months totalled 62.1 million barrels or 6% 
more than for the comparable period last year. Ship- 
ments were virtually unchanged at around 50 mil- 
lion barrels while stocks at the end of April 
amounted to 23 million barrels of finished cement, 
29% more than a year ago. 


Competitive Positions 


On an industry basis, Universal-Atlas Cement 
Company (U.S. Steel subsidiary), provides the 
heaviest competition with annual output of around 
33.5 million barrels, Lone Star ranking next with 
27 million barrels and Lehigh Portland third with 
about 22 million. These comparisons, though, are 
somewhat distorted because Lone Star Cement’s 
portion is substantially divided between domestic 
plants and others in Latin-America. On the home 
front, Lehigh Portland Cement operates in 14 stra- 
tegically located facilities compared with 10 for 
Lone Star, overlapping in only half a dozen same 
states. Both operating and sales potentials of the 
two competitors are rather broadly affected by these 
differences in location, as we shall see later. 

Under current conditions, with demand still in- 
sistent, nejther concern has suffered much as yet 
from the Supreme Court ruling requiring F.O.B. 
mill pricing and outlawing the former system of 
freight absorption. Indeed, their profits have prob- 
ably been expanded in part through capture of mar- 
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Price Range 
1929 - 1935 
High — 65 

Low — 38 


1947 
3. 
1. 


kets adjacent to mill sites and 
in part through willingness of 
distant customers to pay pre- 
miums for much needed cement 
while the shortage persists. 
Eventually, of course, this sell- 
er’s market will evaporate, but 
with billions of dollars worth 
of road building and other pub- 
lic works construction now com- 
ing into play, its termination 
may not be an early prospect. 
Meanwhile Congress may re- 
store pricing policies to their 
former status, but if this is not 
done, the time is sure to come 
when freight costs will largely 
determine the origin of orders 
as well as volume potentials. 

In common the two concerns 
lean heavily on dollar sales as 
profit determinants, and volume 
potentials at present are en- 
hanced by the fact that cement 
prices have risen only about 
46% above the 1939 level, de- 
spite sharply higher gains for 
practically all other building 
materials. The large cement manufacturers, on the 
other hand, have an advantage over smaller com- 
petitors in that they have the resources to change 
locations if this becomes necessary. Postwar expan- 
sion in this industry has been conservative, with 
capacity enlarged only by about 214% in 1948. This 
leaves room for the establishment of new plants in 
rapidly developing areas, particularly if public 
works construction continues to gain at this year’s 
annual rate of one billion dollars and provided other 
forms of building do not substantially contract. Un- 
der normal conditions, about 33% of cement output 
is used for road construction but the percentage 
will probably increase considerably now that road 
building programs past the blue print stage are said 
to involve sums in excess of a billion dollars. 


1948 
5.96 


1949 


Bright Outlook for 1949 


Looking ahead through 1949, the outlook for 
leading cement producers is bright, to say the least, 
and both Lehigh Portland and Lone Star are in a 
favorable position to take advantage of existing 
prospects. Their plant modernization program in the 
last few years should produce notable operating 
economies, materials costs have been declining and 
sales are likely to remain on a high level. Labor 
costs, however, have been pushed up by a recent 
wage boost of about 614 cents per hour, a factor 
that may militate against any widening of profit 
margins. On balance, net earnings should be com- 
parable to the record level of 1948, but further 
gains may not be possible, although earnings 
throughout the industry generally advanced in the 
first quarter compared with the same 1948 period 
when cement prices were slightly lower. 

Lehigh Portland Cement Company accounts for 
about 10% of total domestic output, its plants being 
dispersed mainly throughout middle western and 
eastern states, though the company is also expand- 
ing in the State of Washington. During the last ten 
years, expenditures for capital improvements have 
exceeded $22 million, and during 1949 outlays of 
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this kind will top $7 million. Be- 
tween cash accumulated from 
depreciation, depletion reserves 
and retained profits, this sizable 
program will have been com- 
pleted without recourse to out- 
side financing. More than half a 
century of experience has well 
entrenched Lehigh in the mar- 
kets it serves and except during 
highly depressed periods, its op- 
erations have been profitable. 
Since 1929, volume has virtually 
doubled, the most rapid gain 
occurring in the last decade 
when sales advanced from $14.8 
million in 1939 to $38.3 million 
in 1948. That volume is sensitive 
to cyclical influences is shown 
by a drop to $6.3 million in 1932 
and the passage of nine sub- 
sequent years before volume 
passed the 1929 mark of $19.3 
million. 

Though prewar earnings were 
rather spotty, the trend in the 
last ten years has been upward 
as a rule, especially in the past 
three years, with net per share establishing an all- 
time high of $5.96 in 1948. As our table shows, net 
during the 1939-48 period averaged $2.58 per share, 
aided by a boost in cement prices last year that sub- 
stantially lifted earnings. Strong finances and lib- 
eral dividend policies have led to distribution of a 
generous portion of net earnings and occasionally in 
excess of them. Aside from the depression years of 
1932-35, cash dividends have been declared con- 
sistently since 1899. Payments of $2 per share in 
1948 represented, however, only 33% of net, due to 
heavy capital needs, in contrast to a ten year aver- 
age of more than 50%. 

At this point in our discussion, let’s examine the 
record of Lone Star Cement Corporation along the 
same lines followed for its competitor. Lone Star 
pretty well covers most markets east of the Rocky 
Mountains, maintaining an exceptionally favorable 
competitive position in Texas and other southern 
states. Availability of low cost natural gas in these 
areas constitutes an operating advantage, for fuel 
costs are an important element in the over-all pic- 
ture. At the same time the rapid growth of the 
South and Southwest promises to stimulate cement 
demand for an indeterminate period, though the 
company is well entrenched in other markets as well. 
Additionally, Lone Star has subsidiaries operating 
in Cuba, Brazil, Uruguay and Argentina that ac- 
count for about a third of total volume. One advan- 
tage of these Latin-American markets is that de- 
mand persists through the year, tending to stabilize 
sales and earnings. 





Comparable Growth Record 


Lone Star’s rate of growth has been comparable 
to that of its competitor, but sales gains have been 
more regular since 1933, when volume fell to $10.8 
million. The advance to a peak of $54.5 million in 
1948 was fairly steady from year to year and over 
a thirty year period, the company has shown good 
profits except in 1932 and 1933. During this entire 
period, dividends were omitted only in 1933. Lone 
JUNE 
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LONE STAR CEMENT 


Funded Debt: 
Shs. Common: 
Fiscal Year: 
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Star, as well as Lehigh Portland, has a simple capi- 
tal structure confined to approximately 950,000 
shares of common stock, but on a per share basis, 
comparison of sales and earnings plainly favor Lone 
Star. Average earnings for ten years of $3.58 per 
share vs. $2.58 for Lehigh Portland Cement tell the 
story. Also, Lone Star’s greater dividend liberality 
is indicated by average 10-year payments of $3.38 
per share, or about 89% of net earnings. Sales per 
share of Lone Star last year amounted to $57.80 
compared with only $40.30 for Lehigh Portland. 


Physical Assets 


In physical assets, Lone Star Cement has con- 
sistently kept ahead of its competitor, largely due 
to expansion abroad, and of late it has spent sub- 
stantial sums in improving its domestic facilities. 
Total outlays for construction and betterments in 
1948 amounted to $7.2 million and the 1949 budget 
calls for additional expenditures of about $5.9 mil- 
lion, not including the planned erection of a new 
cement plant in Roanoke, Va. That this concern 
probably plans rather substantial expansion over 
the medium term is indicated by an agreement en- 
tered into last February with nine banks, establish- 
ing a revolving credit not exceeding $6 million. This 
loan would mature in ten semi-annual instalments, 
beginning February 15, 1950, and carry an interest 
rate of 214%. Though at the end of 1948, current 
assets of Lone Star Cement were 3.7 times current 
liabilities and working capital of $16.8 million was 
ample for normal requirements, outlays for fixed 
assets in the last two years had reduced working 
capital by abdut $4.4 million. Lehigh Portland Ce- 
ment, in contrast, showed working capital of $15.9 
million and a current ratio of 7.9 despite smaller 
sales and substantial outlays for improvements. 
Hence though the financial status of both concerns 
is eminently sound, Lehigh Portland is somewhat 
stronger. 

From an operating angle, margins of both con- 
cerns would be deemed (Continued on page 302) 
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Dividends 


It is probable that total divi- 
dends are still running at peak 
levels, for increased rates have 
been inaugurated fairly recently 
by a few companies big enough to 
offset lower rates, or omissions, 
on the part of an increasing num- 
ber of small or marginal com- 
panies. Disregarding total 
amounts involved, it goes without 
saying that, business conditions 
being what they are, from here 
on the number of adverse divi- 
dend changes will mount; and the 
favorable ones will be fewer. 
There were 23 companies which 
omitted dividends in May, com- 
pared with 13 a year ago; while 
40 dividends were reduced, 
against only 3 a year ago. In 20 
instances dividends were in- 
creased, compared with 38 a year 
before. However, the 85 extras 
voted were not far under the May, 
1948, total of 93. Fewer and 
smaller year-end extras will be 
the main reason for a probably 
slight decline in total 1949 pay- 
ments. But the figure will still be 
excellent on any normal standard 
of comparison; and in striking 
contrast with the semi-depression 
level of stock prices. 


West Penn 


This column has called atten- 
tion before to West Penn Electric, 
when it was lower. The stock has 
since been put on a $1.50 annual 
dividend basis, which is over 
twice covered by the relatively 
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stable earnings — a conservative 
margin for a utility equity and 
far wider than most in this field. 
Another favorable consideration 
is that financing is now out of the 
picture for an indefinite time to 
come, for the operating subsidi- 
aries are within sight of comple- 
tion of their expansion programs 
and have the necessary remaining 
funds in hand. The stock is hold- 
ing around the year’s high in a 
poor market, yielding a secure re- 
turn of 7.5% at this writing on 
the price of 20. On the basis of 
comparative utility values, this 
column can see no reason why it 
should not in time work up an- 
other 15% to 25% from the 20 
level. At 25 it would still yield 
6%, which is about the present 
average for utilities. 


Exceptions 


A small minority of companies 
has a chance to earn more this 





year than last. A partial list in- 
cludes American Airlines, Amer- 
ican Home Products, American 
Seating, Boeing Airplane, C.I.T. 
Financial, Clinton Industries, 
Consolidated Vultee, Corn Prod- 
ucts, Falstaff Brewing, General 
Portland Cement, Loew’s and 
Owens-Illinois Glass. In some of 
these instances the comparison 
will be with poor, or not too good, 
results in 1948. At the least, 
stocks with earnings which are 
rising or holding around peak 
levels, should fare better than the 
general market, whether by ad- 
vance or relatively good resist- 
ance to decline. 


Groups 


Measured against 1947 or 1948 
lows—whichever were lowest— 


groups making a poor or medi- | 
ocre showing include: autos and | 
auto accessory stocks, building | 


materials, coppers, electrical 











*1948 and 1947 respectively 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


American Colortype ....................:ccccceeeeeees 
American Smelting & Refining.................. 
RUNNIN ics ccvsiicsacnacesaisc este seccasvescbenesipens 
Emerson Radio & Phonograph.................... 
International Harvester ......................:0086 
RI oor sc scnssb sab sasacnpdsase ckceokiopes 
III sc oScccciicsscobn ss sasGscconsherdendissnnerennse 
ER A UOT Sc 65nsec'sisietinnssvsisssssoagnsd 
URN NN ENING sisson noes sbeons pp sede sackansecsees 
Young Spring & Wire.................cccccceeceseees 





1949 1948 
4 mos. Dec. 31 $ .77* $ .69* 
Mar. 31 quar. 2.80 2.43 
12 mos. April 30 3.27 2.67 
13 weeks April30 1.36 47 
6 mos. April 30 2.72 2.01 
Mar. 31 quar. 11 def .20 
Mar. 31 quar. 43 def 1.73 
April 30 quar. 1.70 1.58 
Year Aprii 30 4.55 4.07 
April 30 quar. 1.93 1.20 
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equipment, leather, machinery, 
farm equipment, rail equipment, 
railroads, steel, retail trade, tex- 
tiles and apparel, and tires. It is 
largely, but not exclusively, a 
heavy-industry list. The more im- 


' portant groups which are still 
- comfortably 
/ 1948 lows are: aircraft, air lines, 
| chemicals, coal, drugs and toilet 
| articles, finance companies, gold 
/ mining, 


above their 1947- 


office equipment, oil, 
paper, radio, natural gas, motion 
pictures, tobacco products and 
electric utilities. 


Oils 


Price cutting in crude oil, ex- 
cepting in types of heavy fuel-oil 
content, has not yet become gen- 
eral. Whether it will become so 1s 
uncertain, now that the industry 
is favored by high seasonal gaso- 
line demand. Depending on the 
price situation for the rest of the 
year, and varying widely from 
company to company, oil earnings 
for 1949 might be down any- 
where from 20% to 40%. This 
column has several times cited 
Standard Oil of California as a 
relatively favored situation. The 
writer can offer no firm estimate 
of earnings but will predict that, 
whatever may be the average 
shrinkage for the oil industry, it 
will be considerably less for this 
company. It may be pertinent to 
note that in prewar years Stand- 
ard of California often paid out in 
dividends 60% to 75% of its 
earnings, compared with well un- 
der 40° last year. With expan- 
sion tapering off, a more normal 
share of earnings will no doubt 
be distributed in future. If the 
prewar ratio is a guide, the pres- 
ent $4.00 dividend could be sup- 
ported even were 1948 earnings 
cut in half—and they will not be 
cut anywhere near that much. 
The stock is an attractive scale- 
down purchase for longer-term 
investment purposes. 


Rayon 


This column believes that at 
34, Industrial Rayon is modestly 
priced and that serious further 
decline from the low 30’s is im- 
probable. The rayon business is 
back in a buyers’ market, but it 
is not going to collapse. It is by 
far the best-situated branch of 
the textile industry as regards 
basic demand, control over costs 
1949 
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and a _ relatively sound price 
structure. The Industrial Rayon 
situation is notable for several 
reasons. There is nothing ahead 
of the 1,594,583 common shares, 
Inventories shown by the latest 
balance sheet were only $4.8 mil- 
lion, equivalent to only a little 
over one month of sales at the 
1948 rate. Out of total stated as- 
sets of $57.7 million, cash items 
amount to $30.1 million. Earn- 
ings last year were $8.31 a share. 
The writer does not believe they 
will shrink below $6.00 or so this 
year, leaving the $3.00 dividend 
adequately covered. The current 
yield is about 9%. The stock’s 
bull-market high was 56 in 1948 
(not 1946). The lows of the last 
several years have been: 1946, 
3234; 1947, 3514 ; 1948, 3814 ; and 
1949 to date, 3314. This looks like 
a stubborn support area. The pre- 
war lows were much lower but 
are now ancient history, for this 
is a much richer and more profit- 
able company than it was before 
the war. 


Sutherland 


We stated some time ago that 
Sutherland Paper was a stock to 
keep in mind for purchase at op- 
portune prices. In the trading 
week ended June 3, with the gen- 
eral market breaking its Febru- 
ary low and looking worse than 
in a long time, Sutherland de- 
clined exactly Ith of a point on 
total volume of only 200 shares, 
closing at 33, against February 
low of 31, 1948 low of 31 and 
1947 low of 36. The 1946 bull- 
market high was 5514. This is a 
lightly capitalized growth situa- 
tion. Earnings last year were 
$6.02 a share. They might come 
down to around $4.00 this vear. 
As finances are adequate and ex- 
pansion completed, there is no 


reason why at least the regular 
$2.00 dividend (50-cent extras 
were also paid in 1947 and 1948) 
should not continue, providing a 
yield of 6%. The long-term record 
indicates excellent management. 
The specialized character of the 
business suggests further eventu- 
al growth. It seems improbable 
that further decline from 33, if 
there is any, will be broad. 


Life Savers 


Life Savers Corp. is by far the 
most successful maker of fruit- 
flavored hard candies, mints and 
cough drops retailing at a nickel 
a pack. Early this year it intro- 
duced Scoop, a chocolate cocoa- 
nut candy bar. The past record 
has been excellent as regards 
growth of sales, consistently good 
profit margins, earnings and divi- 
dends. The business is highly de- 
pression-resistant, and the com- 
pany will have the benefit of low- 
er raw materials costs. So it is 
hard to see why earnings should 
decline significantly from last 
year’s $3.68 a share, or why the 
$2.50 paid in dividends in 1948 
should not be equalled this year. 
On this basis the current yield is 
about 7% for a stock which has 
investment characteristics. Fi- 
nances are strong; and there is 
nothing ahead of the 687,525 
shares of capital stock. The stock 
has so far met support above its 
earlier 1949 low of 3414. In fact 
it made a small net gain during 
the recent worst week the gen- 
eral market has had since Febru- 
ary. This is primarily an income 
proposition, for the range is 
modest. Current price of 3534 
compares with 1947 bull-market 
high (not 1946) of 4056. It ap- 
pears to be a sound investment 
buy on small recessions. 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 
1949 1948 
MM NM 2a h eure a dees este meh threes Year Mar. 30 $3.48 $4.18 
Addressograph-Multigraph .................... . April 30 quar. 1.61 1.76 
American Crystal Sugar............................ Year Mar. 31 2.96 6.25 
WM GRE NEED oc cccceaectadscs ss ceascscdeswcaddascasess Year Mar. 31 3.72 6.24 
Federated Dept. Stores.......................0... April 30 quar. 1.00 1.26 
CII © oi ois icdecsacescetenssdestgacsskeccesecnses . April 30 quar. -52 1.02 
ie RIN OU MONO os coos. ce cs cncnnsececassccaasaccacensa 6 mos. April 30 2.93 3.64 
Ne a Bo csc cca cle caze ng ots oe pctacans \chabiecaocass 13 weeks April 30 46 94 Ff 
Montgomery Ward .......................000.:00ce ee April 30 quar. 1.42 2.15 
ROM BVO WRG ooo... 5-555 siinessccacssscnneccesen' April 30 quar. 75 1.50 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Continental Oil Company 


“Please furnish information as to 
Continental Oil Company’s crude oil and 
refining production, net income and 
dividends.” E.C., Canton, Ohio 


Continental Oil Company’s net 
earnings for 1948 were $54,216,- 
729 as compared with $31,356,663 
for the previous year, an increase 
of 72.9%. On a per-share basis, 
earnings were equivalent to 
$11.24, as compared with $6.61 
in 1947. 

The improvement in net earn- 
ings can be attributed to an in- 
creased volume of sales at prices 
which on the average were some- 
what higher than during the pre- 
ceding year. The expansion in the 
company’s sales of refined prod- 
ucts were in turn due to greater 
efficiency of manufacturing oper- 
ations and the adoption of proc- 
essing arrangements with other 
refiners. 

Net crude oil production for 
1948 was 40.6 million barrels, 
compared with 38.3 million bar- 
rels in 1947, a gain of 5.9%. 

Refinery runs of crude oil to- 
taled 33.6 million barrels, com- 
pared with 28.4 million barrels in 
1947, an increase of 18.3%. Sales 
of refined products totaled 38.3 
million barrels, compared with 
33.3 million, a gain of 15%. The 
number of wells completed totaled 
561, against 551 in 1947, an in- 
crease of 1.8%. 

The company’s favorable posi- 
tion of being a producer of crude 
oil on balance, coupled with the 
high demand for refined products, 
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permitted it to make profitable 
crude oil processing arrange- 
ments with other refiners. A total 
of 10.0 million barrels of surplus 
crude oil was thus processed, as 
compared with 6.8 million barrels 
in 1947. 

Expenditures in developing pro- 
duction, including geological and 
geophysical expense, land acquisi- 
tions, rentals and drilling costs, 
totaled $39.5 million, an increase 
of $2.5 million or 6.9% over the 
1947 figures. As a result of these 
expenditures, the Company in- 
creased its holdings of producing 
and prospecting lands by 37.2% 
and, despite the year’s unusually 
large withdrawals, added to its 
underground crude oil reserves. 
Additions to reserves during the 
year were made through 26 new 
discoveries and through exten- 
sions to existing fields. 

The sales of petroleum products 
by the company increased during 
the first quarter of 1949, but with 
substantially lower prices for 
most refined products and in view 
of crude oil production cutbacks 
by state regulatory bodies, earn- 
ings were lower than last year, 
amounting to $10,834,635, or 
$2.25 per share, for the first 
quarter of 1949, compared with 
$13,849,543, or $2.92 per share 
for the first quarter of 1948. 

The Company continues to fol- 
low an aggressive exploratory 
and drilling program in order to 
increase its crude reserves. Dur- 
ing the first quarter of the cur- 
rent year, 142 new wells were 





drilled against 119 new wells 
completed during the correspond- 
ing quarter of 1948. The drilling 
of new wells tends to offset to 
some extent the declines in pro- 
duction caused by stricter prora- 
tion regulations. It is anticipated 
that the company’s capital ex- 
penditures for 1949 will be no 
greater than, if as large as, the 


$51.3 million spent for additions | 


to properties in 1948. 

Dividends in 1948 totaled $3.50 
per share and $1.00 was declared 
in each of the first two quarters 
of the current year. 


International Harvester Company 

“IT am an elderly widow dependent 
upon dividends from stocks, both pre- 
ferred and common and therefore would 
be interested in hearing about recent 
earnings of International Harvester 
Company and outlook for the balance of 
the year.” C.H., Richmond, Virginia 

Total sales of International 
Harvester Company for the first 
six months of the 1949 fiscal year 
to April 30 were $482,774,000 as 
compared with $433,889,000 in 
the like 1948 period. During the 
same period, physical volume of 
production was higher than in the 
corresponding period of 1948 de- 
spite reductions in motor truck 
output. 

Net income for the six months 
period was $37,479,000, equal to 
$2.72 per share; compared with 
net income of $28,519.000 or $2.01 
per share in the corresponding 
period of the preceding year. 

Lower farm income, the gen- 
eral business decline, the resump- 
tion of seasonal characteristics of 
the farm equipment business, and 
the shutdown of the motor truck 
plants this Fall for model change- 
overs will give Harvester a 
smaller sales volume in the last 
half of the current fiscal year, ac- 
cording to the president of the 
company. 

Harvester has made capital ex- 
penditures totaling $22 million 
since November 1, 1948. The 
building and construction phase 


of the company’s post-war capital | 
expansion is now largely com- | 


pleted. 
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| Filene’s 
_dale’s in New York, Abraham & 


Motor truck sales in the first 
six months of the current fiscal 
year dropped rather sharply but 
the drop was more than offset by 
‘increases in sales of farm trac- 
‘tors, farm implements, refrigera- 
‘tion and industrial power prod- 
‘ucts, and an increase in dollar 
‘sales of service parts. 
| For the fiscal year ended Octo- 
ber 31, 1948, net sales amounted 
to $945,486,182 and net income to 
$55,679,337, equal to $3.92 per 
common share. 

Dividends totaled $1.70 per 
share in 1948 and 35c has been 
paid in each of the first two quar- 
ters of the current year. 





Federated Department Stores 


“Please report recent annual sales 
volume of Federated Department Stores, 


| net profits and dividend payments.” 


C.F ., Honolulu, Hawaii 

Net sales of Federated Depart- 
ment Stores, one of the country’s 
largest department store groups, 
totaled $352,678,783 for the 52 
weeks ended April 30, 1949 

This compared with sales vol- 
ume of $313,261,501 for a similar 
period ended May 1, 1948. The re- 
cent sales were greater than 
those for any 52 weeks in the 
company’s history. 

After Federal income taxes, the 
net income amounted to $14,914,- 
897 with per share earnings of 
$5.58 on the common stock. This 
compared to net income of $11,- 
266,940 and $4.40 per share for 
the year ended May 1, 1948. 

Net sales for the thirteen weeks 
ended April 30, 1949, were $82,- 
154,057 compared with net sales 
of $76,001,592 for the correspond- 
ing period of the preceding year. 
Net income was $2,882,654 as 
against $3,223,824 for a similar 
period in 1948, equal to $1.00 and 
$1.26 per share, respectively. 

The above figures include earn- 
ings of the Milwaukee Boston 
Store only from November 1, 
1948, and Halliburton’s, in Okla- 
homa City, from July 31, 1947, 
on which date these units were 
acquired by Federated. Other 
stores in the Federated group are 
in Boston, Blooming- 


Straus in Brooklyn, Lazarus in 

Columbus, Shillito’s in Cincinnati 

and Foley’s in Houston. 
Dividends in 1948 amounted to 


| $2.00 per share and quarterly rate 


of 50c per share is currently 


| being paid. 


ital | 
ym- | 


Commonwealth & Southern 


“Please advise on the present status 
of dissolution plan of Commonwealth & 
JUNE 


18, 1949 


Southern and recent revenues of the 


company.” 
A.D., Portland, Oregon 


Commonwealth & Southern 
Corporation’s consolidated earn- 
ings (subject to audit) for the 
twelve months to April 30, 1949, 
showed gross earnings of $278,- 
695,357 and net income of $29,- 
361,628, equal to $20.37 per pre- 
ferred share and 6l1c per common 
share. This compares with gross 
earnings for the twelve months to 
April 30, 1948 of $270,269,983, 
net income of $29,325,474, equal 
to $20.35 per preferred share and 
61c per common share. 

Construction work in 1948 in- 
volved gross expenditures for ad- 
ditions and improvements 
amounting to $138 million, and it 
resulted in a very substantial in- 
crease in the electric generating 
capacity. 

Commonwealth invested more 
than $40 million in the common 
stocks of its subsidiaries during 
1948. In addition, an aggregate of 
$40 million principal amount of 
bonds were sold to the public or 
institutions by seven of the com- 
panies during the year. 

Commonwealth & Southern’s 
plan for compliance with Section 
2 of the Holding Company Act 
embodies amendments filed with 
the Securities & Exchange Com- 
mission last July, was approved 
by the SEC in November and is 
now awaiting a court enforce- 
ment order. 

Under the amended plan, hold- 
ers of preferred stock will receive 
in exchange for each share 2.80 
shares of Consumers Power Com- 
pany common stock, .55 share of 
Central Illinois Light Company 
common and $1.00 in cash. The 
remaining net assets will be dis- 
tributed to the common stock- 
holders. The initial distribution 
will consist of 35/100ths of a 
share of the Southern Company 
common stock for each share of 
Commonwealth common. Subse- 
quent distributions, in kind or 
cash, of common stock of Ohio 
Edison Company and of any other 
assets remaining after payment 
or provision for all liabilities and 
expenses, are included in the 
plan, provided that with the ap- 
proval of SEC any excess remain- 
ing assets not distributed may go 
to the Southern Company. 

The first annual report of the 
Southern Company, whose stock 
will be distributed under the Plan 
to the 134,000 common stockhold- 
ers of Commonwealth, showed 
combined gross revenues for 1948 


of $117,290,134 and consolidated 
net income of $10,965,313. The 
earnings per common share on 
the average number of shares out- 
standing during 1948 amounted 
to $1.01. The Southern Company 
paid 60c in dividends on this 
stock during 1948. The Southern 
Company embraces an integrated 
system including Alabama Power 
Company, Georgia Power Com- 
pany, Mississippi Power Com- 
pany and Gulf Power Company. 


Beatrice Foods 

“T have been a subscriber to your 
magazine for the past eighteen years 
and I have found it very helpful. Will 
you please send me pertinent data as to 
Beatrice Foods.” 

D.H., Sandusky, Ohio 

Beatrice Foods Company now 
ranks third as to sales volume 
in the dairy industry, partly due 
to gradual acquisition of numer- 
ous subsidiaries now 100% 
owned. Company produces butter, 
ice-cream, powdered milk, proc- 
essed fluid milk and poultry prod- 
ucts in 21 states in the middle and 
western half of the country, with 
emphasis upon Illinois, Indiana 
and Ohio. 

Net sales for the fiscal year 
ended February 28, 1949, 
amounted to $192,199,438 and net 
profit to $4,806,961, equal to $9.01 
per common share, this compares 
with preceding year sales of 
$181,715,858 and net profit of 
$3,471,957 equal to $6.39 per 
common share. 

Dividends for the year 1948 
amounted to $2.50 per share and 
Beatrice recently declared a quar- 
terly dividend of 75c¢ on the com- 
mon stock payable July ist to 
stockholders of record June 14. 
Company previously paid 50c 
quarterly, and an extra of 50c 
was paid last January 2. The 
present rate places the stock on a 
$3.00 annual basis. Consolidated 
balance sheet as of February 28, 
1949, revealed total current as- 
sets of $22,538,787 which in- 
cluded cash of $10,964,898, total 
current liabilities of $3,531,829 
and net current assets of 
$19,006,958. 

Sales and earnings in March 
and April, the first two months 
of the current fiscal year, were 
about equal to those of a year ago, 
according to the president. 


Copper Range Company 
“Please advise on financial data, earn- 
ings and dividends of Copper Range 
Company.” 
G.F., Milwaukee, Wisconsin 
Copper Range Company, listed 
(Please turn to page 303) 
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By E. K. A. 


The daily grist of business news continues to accentuate the 
speed-up in the easing of trade and industry which has been 
under way for over five months. The main trend is emphatically 
* downward, and the begin- 
= ning of June brought strong 

BUSINESS ACTIVITY||] new signs of deflation. The 
PER CAPITA BASIS break in the stock market got 
M. W. S. INDEX 


most of the headlines, but 























behind it lurked renewed 
weakness of industrial raw 
materials and another drop 
in the steel operating rate, 
now down to around 89%. 
These are significant re- 
minders that adjustment is 
far from completed, that de- 
mand continues to weaken, 
that business caution is like- 
ly to deepen, that no early 
pick-up in new orders can be 
expected. All of which finds 
prompt reflection in produc- 
tion. Steel industry spokes- 
men no longer talk of steel 
demand holding up until the 
fourth quarter. Right now 
they are concerned about 
filling their third quarter 
books, still conspicuously 
empty of orders. And the 
gap in retail trade between 
this year and last continues 
to widen though partly re- 
flecting lower prices. By and 
large, the consumer so far 
thas been less squeezed by 
the recession than the busi- 
nessman but unemployment 
is on the upgrade. 

It is well to recall that in- 
ventory liquidation has been 
largely responsible for the 
downtrend. Manufacturers 
began cutting down their 
stocks in February and 
wholesalers followed suit in 
March. Retailers throughout 
have been playing a cav- 
tious game. Still until April, 
the working down of inven- 






























































tories proceeded at a relatively slow pace, judged by overall 
figures; since then it has assumed greater speed. As a result, 
May has been, and June will be a rather shocking month for| 
many manufacturers. New orders are shrinking sharply in many | 
fields resulting in rapid evaporation of backlogs. The conse- 
quence: Production curtailment, lay-offs, a general tightening 
up all along the line. 

A recession which is chiefly attributable to “catching up’ | 
with demand naturally holds distinct elements of a spiral, be- | 
cause a drop in buying leads to industrial curtailment, reduced | 
employment and loss of purchasing power. This spiral is now 
being felt in ever increasing manner but it should also supply 
its own brake. The decline in orders inevitably exceeds the 
drop, both in speed and extent, of consumption and in due 
course is ae ye reverse itself. The current divergence be- | 
tween consumer demand and industrial cutbacks illustrates 
the point; both are down but in varying degree. The longer 
this lasts, the harder it is to see how commitments can be 
shortened further. 

The future course of business loans should afford a clue to 
a flattening out of the current trend. Since the turn of the year, 
bank loans have been in a strong downward spiral and of the 
$2 billion contraction since the December peak, over 60°, has 
occurred since early April. This in itself is me comment on 
what happened in business in the last two months. 


Labor—A Key Factor 


Readjustment would be simpler and probably proceed 
faster, were it not for the labor situation. Steel prices hinge 
on steel and coal wages and until they are determined in 
forthcoming wage negotiations, there can be no price adjust- | 
ment in steel. In the meantime, consumers cut buying to a 
minimum and delay price cuts on their own products, all of | 
which deepens or prolongs the adjustment agony. Certainly a 
fourth round of wage increases would be the most harmful in- 
fluence that could possibly be injected into the situation, for it 
would mean higher costs and prices which in turn would cur- 
tail the sale of goods, and hence production and employment. 
It is a safe surmise that alanine sentiment leans toward 
leaving well enough alone. But whether this will stay the hands 
of union leaders is another question. Should they remain in- 
different to the consequences, they are apt to foist upon their 
membership a wave of strikes that may match the outbreak of 
1946. The big difference is that whereas in 1946, manufacturers 
still had huge order backlogs to carry them and found ready 
price acceptance in sellers’ markets, neither obtains today. 
New orders are appreciably lower. Price stability on basis of 
new wage agreements might improve the new order balance 
but only if stabilized to assure consumer acceptance and that 
would be a dim prospect. 
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The Business Analyst 





MONEY AND CREDIT—M. W. S. Common Stock Index closed 
on June 3 at the lowest level since 1945, with the 100 High 
Priced Stocks lowest since 1944. Common stocks, on an aver- 


' age, have now lost about 54% of their rise in the great bull 


market from 1942 lows to 1946 highs. High priced stocks have 
lost 58% of their rise, and Low priced stocks 57°; but Medium 
priced stocks have retraced only 46%, on an average. In a 
generally weak market, 3 of our 46 group indexes made new 
highs in the fortnight ended June 3; but 26 made new lows for 
various periods, as tabulated on the second page following. 
Though the market as a whole is now down 8.4%, on the year, 
15 of our group indexes are still up on the year. High grade 
issues of investment rating—including bank stocks, preferred 
stocks, corporate and U. S. Government bonds—were off only 
fractionally on the fortnight; but foreign government dollar 
bonds drifted down to the lowest average level in 7 weeks. 
Stocks were also weak in the London market on fears that the 
pound will have to be devalued, thereby raising the cost of 
imported raw materials; but gold shares soared on discovery 
in the Orange Free State of a gold vein said to be the richest 
ever found in South Africa. Banks here have about completed 
their buying of Government securities to utilize their recent rise 
in reserves, and Reserve Banks have again turned to the buying 
side 'to support prices. Demand deposits are rising again, while 
lt! a are still contracting. Bankers believe that the 
F. D. |. C., under congressional mandate, may reduce assess- 
ments. 


TRADE — Department store sales in week ended May 28 
dropped to 8%, below last year, compared with a cumulative 
dip of only 3% for the year to date; but retail store sales in 
April were 39% ahead of last year, owing partly to the late 
Easter this year. 


INDUSTRY—Business Activity picked up a little, temporarily, 
during the fortnight ended May 28; but the margin of decline 
below last year widened to 4%. We say “temporarily,” be- 
cause new orders for durable goods, as compared with last 
year, are still falling off at an accelerated pace. Moreover, 
devaluation of the pound sterling, which would doubtless be 
followed by other currencies, would have an adverse effect 
upon our foreign trade. Dividend payments in the first quarter 
were 7°, above last year. The S. E. C. and F. T. C. report that 
manufacturers’ profits last year, after taxes, were 14%/, ahead 
of 1947 despite losses in the non-durables goods field. Profits 
averaged about 7% of sales against 6.7% in 1947. Dividend 
disbursements, 17°/, above 1947, amounted to 37°, of net 
profits, about the same ratio as in 1947. 


COMMODITIES—Grain prices declined sharply in the fort- 
night ended June 4 under leadership of wheat for which there 
are inadequate storage facilities this season. Prices for meat 
animals advanced against the trend, however, as farmers with- 
held livestock from markets for fattening. Non-ferrous metal 
prices continued to decline; but at a slackened pace. 


fe’ 





There is little in recent business news to encourage hope that 
the recession might be nearly over. In the fortnight ended 
June 4, Business Activity picked up a little, temporarily; but 
the margin of decline below last year widened to 4°/,. Depart- 
ment Store Sales in the week ended May 28, dropped to 
8°/, below last year, compared with a cumulative dip of only 
3% for the year to date. Sales by wholesalers in April were 
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12°%, below the like month of 1948. 


* * * 
On the other hand, Retail Store Sales in April, thanks 
partly to the late Easter this year and partly to heavy delivery 
of automobiles, were up 3% from last year, compared with a 
dip of 1/4 of 1% for four months. Sales of durable goods in 
April were 6% ahead of last year, compared with a gain of 
4°, for four months; nondurables were up 2%, against a de- 
cline of 3% for four months. 


x * 
Of less cheerful import is the Commerce Department report 
showing that New Orders for durable goods continued to 
decline in March. They slipped 12% in the three months since 
December, in sharp contrast with a steep rise up to March last 
year when the post-war peak was reached. March orders this 
year were 22%, below the like month last year, compared with 
a decline of only 12% for February. New orders for iron and 
steel products in March were 39% smaller than a year earlier, 
against a decline of only 27%, for February. 
* * 


A somewhat more favorable showing was made by Non- 
durables for which March orders were off only 10%, compared 
with 13°% in February. Buyers’ strikes in nondurables can not 

* hold out as long as in durables. The former have to be replaced 
sooner. 


.* “= s 
Machine Tool Orders in April more than cancelled their 
(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) May 1.18 1.28 1.04 1.55 (Continued from page 297) 
Cumulative from mid-1940. May 382.0 380.8 368.1 13.8 
encouraging gain of March, dropping to the 
FEDERAL GROSS DEBT—$b June | 251.7. 251.7 251.9 ~—-55.2_—‘| lowest level since October — 19% below 
April, 1948. Foreign orders rose a little in 
MONEY SUPPLY—$b April and were well above last year; but 
Demand Deposits—94 Centers. May 25 46.4 45.8 46.9 26.1 the bottom fell out of the domestic market. 
Currency in Circulat June | 27.5 274 27.9 10.7 | Several makers, discouraged, are thinking 
BANK DEBITS—13-Week Avge. of entering ee _ " 
New York City—$b__-____SS—s*«<|s May 25 8.55 8.46 8.64 4.26 
93 Other Centers—$b___ May 25 1235 1230 1237 7.60 |, On the other hand, new orders booked 
by Furniture makers during April were 
PERSONAL INCOMES—$b (cd3) Mar. 216.5 2185 207.8 102 | only 2% below last year, compared with a 
Salaries and Wages Mar. 136.7 139.0 130.6 = 66 slump of 23% for four months. 
Proprietors’ Incomes Mar. 49.0 49.7 48.4 23 * * 7 
Interest and Dividend Mar. 18.3 18.3 16.6 10 There are still many Cross Currents in 
Transfer Payments Mar. 25° 15 = 12.2 3 the slowly receding business tide — just as 
(INCOME FROM AGRICULTURE) Mar. 23.9 22.2 22.7 10 in the stock market, where some stocks and 
groups advance and even make new highs, 
CIVILIAN EMPLOYMENT—m (cb) Apr. 57.8 57.6 58.3 51.8 while others sink to new lows. Herein lies 
_ Agricultural Employment (cb) Apr. 7.8 7.4 7.4 8.8 Ithe difference between a recession and a 
Employees, Manufacturing (Ib) | Apr. 15.3 15.6 16.0 13.8 | panicky depression when everything slumps. 
Employees, Government (Ib) | Apr. 5.8 5.8 5.6 4.6 * * * 
UNEMPLOYMENT—m (cb) Apr. 3.00 3.2 2.2 3.8 Take the Federal Reserve Board's index 
FACTORY EMPLOYMENT (1b4) Mar. 151 153 160 ~—«147_—:| OF Industrial Production, for example, 
Deak Canlk es 175 178 188 175 which has been declining faster than the 
an OE Gina a 132 133 138 123 — —— of oe — National 
: roduct, as it always does during a reces- 
ee eee wn sd ve re se sion. When the tide turns it will rise faster 
FACTORY HOURS & WAGES (1b) ° than the general business level. This is be- 
Weekly Hours Apr. 38.3 39.0 40.1 40.3 | cause manufacturing, particularly of dura- 
Hourly Wage (cents) Apr. 137.4 137.5 129.2 78.1 | ble goods, is always a more volatile field 
Weekly Wage ($) Apr. 52.62 53.63 = 51.79 «32.79 _| of activity than most other lines. Industrial 
production in April, for instance, was down 
PRICES—Wholesale (1b2) May 31 156.1 156.5 164.6 92.5 to 4.8%, below the corresponding month of 
Retail (cdib} Mar. 189.5 189.2 188.6 116.2 last year; whereas our own index of overall 
COST OF LIVING (1b3) Apr. 169.7 169.5 169.3 110.2 _| Business Activity was off only 0.3%, for that 
Food Apr. 202.8 201.6 +2079 «113.1: | month. gut Ras Tre 
Clothing Pi —_— oe A clue to the discrepancy in behavior be- 
Rent ar 120.3 120.1 1163 107.8 | tween the two indexes may be found in the 
RETAIL TRADE—$b Commerce Department's report on non- 
Retail Store Sales (cd) Apr. 11.06 1052 10.71 4,72: | agricultural Employment for April, which 
Durable Goods Apr 331 3.14 3.11 1.14 | Shows that factory employment was 4.4%, 
Non-Durable Goods Apr. 7.75 7.38 7.60 3.58 | lower than a year earlier; whereas total em- 
Dep't Store Sales (mrb)___ | - Mar. 0.75 0.59 0.84 0.49 ployment in all lines of activity was off only 
Retail Sales Credit, End Mo. (rb2)_. | Apr. 7.76 7.51 6.68 5.46 | 09°. Further study of the two reports shows 
that factory man-hours worked in April were 
MANUFACTURERS’ 8.3%, fewer than a year earlier; whereas the 
New Orders (cd2)—Total_________ | Mar. 218 220 257 18! Board’s index of manufacturing dropped 
Durable Goods Mar. 245 253 314 221 only 5.6%. This would indicate that factory 
Non-Durable Goods Mar. 202 201 223 157 Labor Efficiency, thanks partly to better 
Shipments (cd2)—Total —— |} Mar. 326 335 326 187 management and machinery, has risen 
Durable Goods Mar. 381 387 365 227 about 3%, in the past twelve months. 
Non-Durable Goods Mar. 294 304 306 158 * * * 
BUSINESS INVENTORIES, End Mo. In some fields, as measured by employ- 
Total—$b (cd) Mar. “sae: 36.5 28.6 +~«| ment, Activity was higher in April than a 
Manvfacturers’ Mar. 18.0 164 18.1 164 | year ago. Such was the case with Mining, 
Wholesalers’ ac 15 68 17 4, _ | Construction, Government (of course), Trade 
ee hs muy 10.5 8.9 107 g., |and Finance. In fact the only broad sub- 
Dept. Store Stocks (mrb) Mat. 2.3 2.1 . 2.4 1.4 divisions to report smaller employment in 
April than a year ago were Manufacturing, 
BUSINESS ACTIVITY —1—pc May 28 159.8 159.2 169.1 ~=:141.8 | Service, Transportation and Public Utilities. 
(M. W. S.)—l—np May 28 183.4 182.9 190.1 146.5 |Among individual industries, gains were 
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Latest Previous Pre- 
Wk.or Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
INDUSTRIAL PROD.—1—np (rb) Apr. 179 184 188 174 shown by Iron and Steel, Aircraft and Parts, 
Mining Apr. 146 136 147 133 Baking, Women’s Clothing, Meat Packing 
Durable Goods Mfr. Apr. 213 223 217 220 and Publishing. 
Non-Durable Goods Mfr... | Apr. 161 168 177 151 * * * 
CARLOADINGS—t—Total May 28 785 774 905 833 Optimists point to several even brighter 
Manufactures & ‘Miscellaneous May 28 340 336 394 379 rays in the generally cloudy industrial pic- 
Mdse. L. C. L May 28 93 93 108 156 ture: Several industries — such as Motion 
Grain May 28 49 48 43 43 Pictures, Soft Drinks, Footwear, the Air 
ELEC. POWER Output (Kw.H.)m May 28 5,270 5,255 5,076 3,267 Lines, Drugs and Cosmetics—have already 
ee A ae aa op os Anes completed their post-war Readjustments, 
. Prod. (st) m ay : . . ° le ° ° = 2.8 ur . 
Cumulative from Jan. | __ | May 28 217 206 231 446 = ae a for the time 
Stocks, End Mo Apr. 65.2 60.5 34.4 61.8 a A . 
ty ey = = in a ie ie No one knows when the post-war read- 
pac ks nama 28 a: vas 16 ~ justment in Metals will be completed. All 
Fucl Oi Seale May 28 64 43 55 94 depends upon the course of general busi- 
Heating Oil Stocks May 28 56 54 39 55 ness activity over the months ahead. Non- 
ferrous metals have an advantage over 
LUMBER, Prod. (bd. ft.) m May 28 680 705 609 632 steel in having started their readjustment 
Stocks, End Mo. (bd. ft.) b_.._-___ ||_ Mar. 2 7.2 5.6 12.6, | earlier, Buyers are so determined in their 
STEEL INGOT PROD. (st.) m Apr. 7.78 8.39 6.22 6.96 | strike that, despite spectacular price reduc- 
Cumulative from Jan. | __ | Apr. 31.8 24.0 28.3 74.7 | tions, sales are still sliding. Demand for 
lead, for example, fell in April to the lowest 
a —_— 123 194 135 94 level in nine years. Yet stabilizing influences 
* ge SOR EP ee ee 3,187 3,044 2,747 5,692 are now at work which will eventually check 
the decline and lead to recovery. Proces- 
MISCELLANEOUS sors’ inventories are being reduced, a 
Paperboard, New Orders (st)t...... | May 28 es _ _ pe is anton output — even a nickel ‘aneal 
Hosiery Production (pairs)m.......... | Mar. 144 135 131 150 = x % 
Footwear Production (pairs)m...... Mar. 44.7 37.1 44.9 34.8 pain needs, which call for Government 
Pneumatic Casings Production—m..... | Mar. 6.6 5.9 6.9 4.0 purchases of around 16% of the normal 
Whiskey, Domestic Sales (tax gals.)m | Mar. 4.7 4.2 3.6 8.1 | annual supply of copper, will also act as a 
Anthracite Production (st)m...... | Apr. 3.7 2.4 4.4 3.8 cushion. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—I00). cd3—Commerce Dept., 


seasonally adjusted monthly totals at annual rate, before taxes. 
Data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted Index (1!935-9?—100). 


cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 


Ib—Labor Bureau. Ib2—Labor Bureau 


(1926—100).. Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—I100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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No. of 1949 Indexes (Nov. 14, 1936, Cl—100) High Low May27 June3 

Issues (1925 Close—100) High Low May27 June 3 100 HIGH PRICED STOCKS____ 80.68 + ==72.20«-74.77'—=S-72.30e 

320 COMBINED AVERAGE _.__ 127.6 Ht. 115.3 H11.1d 100 LOW PRICED STOCKS______ 146.36 123.46 128.75 123.46d 
4 Agricultural Implements ___._ 200.0 163.8 170.6 163.8b 6 Investment Trusts___ = 0.3 53.9 58.1 56.2 
10 Aircraft (1927 Cl.—100)_.._ 1175.3 143.9 153.0 143.94 3 Liquor (1927 Cl—100) _._ 688.2 623.2 627.3 623.2b 
6 Air Lines (1934 Cl—100)_ 435.6 366.1 399.0 382.9 10 Machinery «328. 119.3 124.0 119.3e 
6A nt 88.9 75.7 88.6 83.6 3 Mail Order 104.9 89.9 95.2 89.9a 
12 Automobile Accessories ____ 188.9 153.5 158.3 153.5e 3 Meat Packing 79.9 66.1 67.4 66.le 
12 Automobiles __. sees, ORE 21.8 22.6 21.8e 12 Metals, Miscellaneous 158.1 123.8 130.1 123.8e 
3 Baking (1926 Cl—100)__ ‘19.7 18.4 19.0 18.6 4 Paper 37.3 29.3 30.2 29.3d 
3 Business Machines _.____._ 237.4 210.0 216.8 210.0 29 Petroleum 245.7 210.9 222.5 213.6 
2 Bus Lines (1926 Cl—100).__ 133.5 118.3 130.9 133.5A 21 Public Utilities =i 102.4 115.5 112.4 
5 Chemicals _..._—SEs—CSsé«< 35. 217.0 224.0 217.0¢ 6 Radio (1927 Cl—i00)_._—_ 26.7 15.2 16.0 15.2 
3 Coal Mining 19.2 11.9 12.7 11.9e 9 Railroad Equipment 50.0 37.4 38.9 37.4f 
4 Communication 39.4 32.7 33.9 32.7g 24 Railroads 23.4 18.4 19.7 18.4b 
13 Construction 58.5 48.9 50.7 48.9b 3 Realty 23.9 21.6 22.1 21.6a 
7 Containers _.. 284.1 246.0 258.4 246.0e 3 Shipbuilding 144.4 123.4 130.0 123.4a 
9 Copper & Brass. 95.8 69.7 73.5 69.7e 3 Soft Drinks 367.4 298.2 330.1 323.6 
2 Dairy Products 59.1 53.3 58.6 57.8 14 Steel & Iron 106.2 80.7 85.0 80.7e 
5 Department Stores 54.9 49.2 52.5 49.8 3 Sugor 48.5 41.0 42.0 41.0f 
6 Drugs & Toilet Articles. 154.3 141.6 149.5 145.3 2 Sulphur 273.5 233.8 268.7 263.4 
2 Finance Compani 278.3 246.1 278.4C 269.7 5 Textiles 132.5 100.9 105.3 100.9b 
7 Food Brand 154.4 146.0 152.7 142.0 3 Tires & Rubber. 31.6 27.9 29.0 27.9a 
2 Food Stores 75.0 58.5 74.1 71.5 6 Tobacco 73.5 67.1 72.6 70.4 
3 Furniture 70.7 56.3 57.2 56.3 2 Variety Stores SEs 308.3 330.5C 321.2 
3 Gold Mining 733.9 566.3 684.1 653.5 17 Unclassified (1948 Cl—1!00) 105.3 94.0 99.3 96.4 








New HIGH since: A—1948; C—1946. 


New LOW since: a—1948; b—1947; c—1946; d—1945; e—1944; f—1943; g—1942. 
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Spot and futures averages dropped to new lows for the 
year during the fortnight ended June 4, led by wheat for which 
inadequate storage facilities will be available this season. Non- 
ferrous metal prices continued to decline, though at a slack- 
ened pace; but livestock prices advanced against the tide as 
farmers continued to withhold animals from market for further 
fattening. Government price proppers admit it is now too late 
to provide more storage space for wheat; but hope to do better 
with corn. Efforts are being made to borrow laid-up merchant 
ships for the purpose; but the Maritime Commission says those 
old hulks lack proper ventilation, and the grain would spoil— 
as if that mattered. Millions of bushels will rot in the fields this 
year anyway. Government officials warn that acreage allot- 
ments, and possibly marketing quotas, are likely to be imposed 
upon wheat and maybe corn growers to limit the 1950 crops. 


It would be the first time in six years. Secretary Brannan wants 
authority to try out his new control scheme on a few crops to 
prove its advantages. Price supporting officials are busy train- 
ing extra clerical help to handle the huge work in prospect for 
tying up our bumper crops in red tape. In passing, it may be 
noted that Europe’s grain harvests this year are expected to 
yield more than in the drought year 1947; but less than in the 
favorable season of 1948. Textile mills here are limiting their 
cotton purchases to actual needs, expecting that another 
bumper crop will force down prices. Prices for natural rubber 
have been skidding. They are down 36% now from last August. 
At 16 cents, New York, the price is now back to pre-war 1939 
—one of the few major commodities to become fully deflated. 
Cause is fast-growing competition of synthetic. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3:\Mo. 6 Mo. 1 Yr. Dec. 6 
June&6 Ago Ago Ago Ago Ago 194! 


28 Basic Commodities ........ 235.1 243.1 244.3 272.0 303.9 329.0 156.9 
11 Imported Commodities... 237.6 250.3 248.6 254.6 273.1 284.0 157.3 
17 Domestic Commodities... 233.6 238.5 241.5 284.2 325.6 361.7 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
Migh: <2. 96L5- 4622 . 164.0...958.° 85.7 VES. -65:8. .93.8 
BI nan rccnniocci ORD eke: Bae. 9S 616 (S75 1647 
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Date 2Wk. | Mo. 3\Mo. 6 Mo. 1 Yr. Dec.6 
June6 Ago Ago Ago Ago Ago 1941 
7 Domestic Agriculture... 294.4 292.2 288.8 299.2 320.9 393.5 163.9 











12 Foodstuffs... ss 280.4 383.3 287.1 292.3 382.4 420.6 169.2 
16 Raw Industrials... 216.6 227.3 231.5 266.3 279.9 276.8 148.2 
COMMODITY FUTURES INDEX 

MAR. APR. MAY JUNE 
150 
| 40 DOW-JONES 


COMMODITIES INDEX 
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Average 1924-26 equals 100 


1949 1948 1947 1945 1941 1939 1938 1937 
High ......... 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
LOW oconee 122.45 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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Labor Leaders 
Fight for Economic Power 





(Continued from page 275) 


The objective is not a Labor 
government, as in England, al- 
though in substance there would 
not be much difference if labor 
could achieve and hold the su- 
premacy it seeks. The present 
Government format could be re- 
tained with labor calling many of 
the economic tunes without being 
directly responsible as a party to 
the electorate. 

The “seizure” provisions of a 
labor law which many labor lead- 
ers are willing to accept could be 
used by labor as a stick for Gov- 
ernment control, if not ownership, 
of basic industry. Unions could 
provoke “seizure” of coal mines 
and steel mills and insist that the 
seizure be real rather than token. 

Short of that step, CIO leaders 
would, if they could make their 
demand stick, require the steel 
industry to expand its capacity. 
They would use the power of the 
Government to force down prices 
and maintain wages, to build 
houses and to fix rents. 

The size of the monstrosity 
that would be necessary to ad- 
minister such a welfare state is 
overpowering to think of. 
Whether it could be long con- 
trolled by peaceful, democratic 
processes is doubtful. More likely 
it would soon lead to regimenta- 
tion along the approved authori- 
tatarian pattern. 

The recent transfer from the 
House to the Senate of the im- 
mediate struggle over new labor 
legislation has shown clearer than 
ever the political factors that 
dominate the legislative issues. 
That is because the Senate is a 
much smaller body than the 
House, and the play and counter- 
play of the political forces are 
easier to see. 


Labor leaders are quite sincere 
in their effort to get back as much 
of the Wagner Act as possible, 
and retain as little as possible of 
the Taft-Hartley Act. That is 
their profession, and the degree 
of their influence with the rank- 
and-file of the unions is a vital 
consideration. In their opinion, 
and also to some extent in their 
experience, the more — by their 
success with labor legislation — 
they can give to organized labor 
in special privileges over other 
population groups and in eco- 
JUNE 


18, 1949 


nomic power to force wage rises 
upon industry, the more firmly 
fixed are they in their jobs and in 
control of union personnel and 
policy. In the last analysis, then, 
their fight for political and there- 
by economic power is concerned 
not primarily with the rank-and- 
file welfare as such but in large 
degree also with the desire for 
power and perpetuation in office. 





Special Study of 
Low Priced Stocks 





(Continued from page 281) 


bringing out new specialties that 
enhance Square D’s long term po- 
tentials. Despite record peacetime 
sales of $40.2 million in 1948, 
high materials costs, especially 
for sheet steel, held net earnings 
to $2.71 per share compared with 
$3.07 in 1947. Net of 61 cents a 
share in the first quarter of 1949 
covered the 25 cents quarterly 
dividend by an ample margin, 
however. Some offset to possibly 
reduced volume in 1949 should be 
the enlarged supply of steel with 
prospects of reduced steel cost. 
Square D as yet has not com- 
pleted adjustments to the chang- 
ing industrial scene, but con- 
fidence is warranted in the abil- 
ity of its management to carry 
through successfully. The shares 
around present deflated levels 
seem to have neared a base where 
they hold speculative attraction 
for the longer term. 





Rough Going for the Movies 





(Continued from page 288) 


deserves attention in surveying 
the outlook for picture companies 
is the possibility of gaining a 
higher percentage of consumer 
expenditures for recreation. 
Spendings on various forms of en- 
tertainment have been rising 
steadily according to compilations 
by the Department of Commerce, 
which show that from 4 to 6 per 
cent of personal disposable in- 
come (after taxes) usually has 
been devoted to entertainment in 
recent years. Of this sum—esti- 
mated at about $9 billion last year 
—motion pictures normally at- 
tract about 20 per cent, but since 
radios and musical instruments 
which had been scarce during the 
war became available in quantity 
again, the movies’ share of re- 
creation expenditures declined 
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Mining and Manufacturing 
Phosphate * Potash ° Fertilizer * Chemicals 


* 
Dividends were declared by the 
Board of Directors on 
May 26, 1949, as follows: 

4% Cumulative Preferred Stock 
29th Consecutive Regular 
Quarterly Dividend of One Dollar 
(1.00) per share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Fifty Cents (50c) per share. 

Both dividends are payable June 30, 1949, 
to stockholders of record at the close of 
business June 17, 1949. 

Checks will be mailed by the 
Bankers Trust Company of New York. 

Robert P. Resch 


Vice President and Treasurer 
. 
INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicago 6 

















ROME CABLE 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors of Rome Cable 
Corporation has declared Dividend No. 
12 for 30 cents per share on the 4% 
Cumulative Convertible Preferred Stock 
of the Corporation, payable July |, 1949 
to holders of record at the close of busi- 
ness on June 13, 1949. 


The Directors also declared consecutive 
Dividend No. 41 for 15 cents per share, 
on the Common Capital Stock of the 
Corporation, payable July |, 1949 to 
holders of record at the close of business 
on June 13, 1949. 


JOHN H. DYETT, Secretary 


Rome, New York, June 1, 1949 
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THE ELECTRIC STORAGE BATTERY 
COMPANY 


195th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company 
a dividend of fifty cents ($.50) per 
share on the Common Stock, payable 
June 30, 1949, to stockholders of record 
at the close of business on June 13, 1949 
Checks will be mailed. 


H. C. ALLAN, 


Secretary and Treasurer 


Philadelphia 32, June 3, 1949 
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last year to the lowest in a 
quarter of a century at only 12.5 
per cent. It seems logical to ex- 
pect a return to the more nearly 
normal ratio of 18 to 20 per cent 
of recreation spending in movie 
theatres. Hence, even though total 
consumption income may decline, 
spending for movies should hold 
up and perhaps increase. 





Lehigh Portland vs. 
Lone Star Cement 





(Continued from page 291) 


satisfactory by usual standards, 
but here again Lehigh Portland 
last year seemed to have a slight 
edge on its competitor. Its oper- 
ating margin of 28.8% compared 
with 26.6% for Lone Star. While 
the disparity in net profit mar- 
gins — 14.8% vs. 11.4% — was 
more marked, allowance must be 
made for the fact that Lone Star 
last year conservatively set aside 
about $1.3 million against the 
possibility of a decline in ex- 
change rates, of which $500,000 
was charged to consolidated in- 
come account and the balance to 
consolidated earned surplus ac- 
count. Additionally, earned sur- 
plus was charged with $712,303 
for unrealized foreign exchange 
losses during the year. Had it not 
been for these abnormally large 
bookkeeping adjustments, the 
company’s net earnings and net 


profit margins would have been 
considerably higher. Before 
charges to consolidated earned 
surplus in 1948, net profit of Lone 
Star Cement was about $7.75 mil- 
lion or $8.18 per share compared 
with the final figure of $6.56 
shown on our table. 

The first quarter of 1949 ap- 
parently proved satisfactory for 
Lehigh Portland Cement, though 
the company does not report net 
earnings on a quarterly basis. For 
12 months ended March 31, net 
earnings of $6.13 per share were 
higher than $5.96 for calendar 
1948. Lone Star Cement ‘in the 
first three months of the current 
year reported net of $1.67 per 
share, an annual rate of $6.68 and 
with the best selling season still 
ahead. As pointed out earlier in 
our discussion, volume of both 
these concerns is likely to com- 
pare favorably with 1948 during 
the balance of 1949, unless unex- 
pected developments occur. Net 
earnings conceivably may shrink 
moderately, but as yet there is no 
definite evidence of this possibili- 
ty. At worst they should remain 
well above average for several 
years. 

The price behavior of cement 
shares has been relatively favor- 
able in recent months, compared 
with the action of the general 
market, but all equities in the 
building materials group are nor- 
mally rather volatile. Recent price 
of 37 for Lehigh Portland Cement 











Building FOR MORE POWER 
in Central Eastern Pennsylvania 


Central Eastern Pennsylvania .. . 
service area of Pennsylvania Power & 
Light Company . . . is one of the most 
advantageous industrial-agricultural lo- 
cations in the nation. It is the heart of 
a ready market of 50,000,000 people. As 
evidence of this unusual “heart of the 
market” location, more than 610 new in- 
dustries have located in the service area 
since V-J Day. 


To keep pace with the rapid business 





PENNSYLVANIA 


POWER & LIGHT COMPANY 


expansion and generally increasing de- 
mands for electric service throughout 
the area, Pennsylvania Power & Light 
Company is in the midst of the biggest 
construction program in its history .. . 
a real stake in the continued prosperity 
of the region! Over $72,000,000 was 
spent in new facilities in the four years 
1945 - 1948; and $92,000,000 more is 
planned for the four years ahead, re- 
quiring the sale of about $31,500,000 
in new securities. 
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shares constitutes the low for the! 


current year and compares with 
a 1949 high of 4014 and a 1936- 
47 price range of 1314-5534. At 
63, Lone Star Cement shares are 
virtually at their 1949 low, down 
from the year’s high of 6714 and 
from the 1946 peak of 94. 

A somewhat more stable earn- 
ings record and more liberal divi- 
dend policies have always made 
for higher prices for Lone Star 
than for Lehigh Portland. Re- 
flecting these factors as well as 
the higher dividend yield, our ta- 
ble shows a price-earnings ratio 
of 9.8 for Lone Star versus 6.4 
for Lehigh Portland. Income re- 
turn on the latter is 5.3%, on the 
former 7%. 

Both concerns enjoy growth 
potentials over the longer term, 
and dividends should be fairly 
stable. Under normal market con- 
ditions, both should have _ sub- 
stantial appreciation potentials 
though uncertainties in Latin 
America and the prospect of siza- 
ble borrowing may attach some- 
what greater speculative charac- 
teristics to Lone Star shares. 





Liquors Facing Price War? 





(Continued from page 285) 


periencing a moderate downturn | 


in volume and earnings, but net 
for fiscal year ended April 30 
probably was not far below the 
$6.89 per share reported in fiscal 


1948. Sales are made direct to: 


wholesalers and state-owned out- 
lets. The company’s inventory 
position is good and aggressive 
policies are followed. Its prewar 
record was rather spotty, how- 
ever, and under the stress of 
heightened competition earnings 
may decline somewhat. But the 
conservative 20 cents quarterly 
dividend should not be threat- 
ened and occasional extras may 
be expected. The shares have mod- 
erate attraction at their current 
deflated level of 9. 

Awareness by wholesalers and 
retailers of a coming price read- 
justment has curtailed inventory 
accumulation since the first of the 
year, regardless of fairly well 
maintained consumer buying. 
This is illustrated by the experi- 
ence of National Distillers Cor- 
poration, whose sales and earn- 
ings, among others in the indus- 
try, have been gradually declining 
of late. Net of 71 cents per share 
in the March quarter was com- 
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parable to 69 cents in the related 
1948 period. National Distillers 
Corporation’s entry into the 
chemical field though, may help 
to level off sales. Its strong finan- 
cial status indicates stability for 
the 50 cents quarterly dividend, 
creating considerable attraction 
for the shares around 17. 

Walker (Hiram) -Gooderham & 
Worts produces a number of 
brands that are excellent sellers, 
and while sales in the current 
year will probably decline, the 
dip is likely to be less than aver- 
age for the entire industry. But 
profit margins may be pinched 
somewhat by stepped up expendi- 
tures for promotion. That earn- 
ings could shrink considerably 
without threat to the recently in- 
creased 50 cents quarterly divi- 
dend is indicated by net earnings 
of $4.73 per share for six months 
ended February 28, establishing a 
coverage of more than four times. 
Rather strong market support 
around recent quotations of 21 
has been noticeable. 
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(Continued from page 295) 


on the New York Stock Exchange, 
showed for 1948 consolidated net 
income of $1,016,559 after Fed- 
eral taxes on income, equal to 
$1.80 per share on the 564,928 
outstanding shares exclusive of 
shares held in the treasury. This 
compares with consolidated net 
income of $991,052 for 1947, 
equal to $1.75 per share. 

This year marks the fiftieth an- 
niversary of the company, and 
during this period a total of 
$34,590,000 has been paid in 
dividends to its stockholders. 

The acquisition and exploration 
of The White Pine ore body 
is an outstanding development 
which is expected to play an im- 
portant part in the future of the 
company and northern Michigan. 
The total estimated positive plus 
probable ore reserves of the 
White Pine Mine stand to date at 
199,610,000 tons of ore bearing 
22.3 pounds of copper per ton. 
This includes a very substantial 
tonnage of Parting Shale ore. 

The company’s fabricating divi- 
sion, C. S. Hussey & Company, 
had a satisfactory year in 1948 
despite inability to operate the 
Pittsburgh mills at capacity dur- 
ing the first part of the year. 


The company’s balance sheet at 
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Chicago —Twin Cities 
| Spokane — Seattle —Tacoma 


| L f TWIN CITIES f 
| 


2 a day each way 
Chicago— Milwaukee 
St. Paul— Minneapolis 


H/, MIDWEST J 


Chicago—Des Moines—Omaha 
Sioux City—Sioux Falls 
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How to relax...and hurry! 
RIDE Hf, ° , 
THE 
Going where you go is a great fleet of new 
Milwaukee Road Htawaruas that are fa- 
mous for the smoothest and quietest of high 
speed rides. 

HIAWATHA equipment, the newest and 
finest on rails, includes such innovations 
as Skytop Lounge cars, radio-equipped 
Tip Top Tap cars, private-room sleepers 
and Luxurest coaches of new design. H. 
Sengstacken, Passenger Traffic Manager, 
708 Union Station, Chicago 6, Illinois. 


Chicago— Milwaukee 
| Green Bay—Upper Michigan 


H/, ORTH wooos J 


Serving Wisconsin River Valley 





THE MILWAUKEE 
ROAD 


Hiawathas are rolling 
9000 miles a day! 








the close of 1948 showed total 
current assets of $8,899,063, in- 
cluding cash and U.S. Treasury 
Certificates aggregating $3,986,- 
720. Total current liabilities were 
$1,419,563. 


Net earnings for the first three 
months of 1949 amounted to 
$644,602 equal to 42c per share, 
compared with first quarter 1948 
net earnings of $459,404, equal to 
22c per share. 


Dividends of 75c a share were 
paid in 1948 and 40c was paid in 
the first half of the current year. 








Appraising Varying Extent 
Of Readjustment 
By Industries 





(Continued from page 270) 
reductions so far; retail consumers 
none at all. Fall and winter, how- 
ever, may bring a new test. 

The rubber industry has been in 
a state of adjustment since 1947 
but seems to have another dose 
coming after last year’s hopes that 
most of it would be over. Output of 
rubber products is down rather 
sharply from postwar peaks but a 
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AVOID LOSSES 
Check These 


STOCKS 


Shell Union Oil 


Babson’s_ opinion 
Minit Cos | on these stocks may 
Am. Locomotive save you losses. 
Western Union Simply check those 
a. you own, OR LIST 
Philco Corp. 7 OTHERS YOU 
Sunray Oil OWN, and mail 


National Biscuit 
Panhandle P. & R. 
Southern Nat. Gas 


this ad to us. We 


will tell you if 


clients have been 





esti Airbrake . 
Union Bag & Paper | 2dvised to Hold or 
Hoch Gatvinater Switch them. 
rf itores 5 
Dumont Lab. ieee — your 
Commonwealth Edis. 
TMinole Central No cost 
Coca or obligation. 
Fae gg obey “e4 C. & I. Write Dept. 
Edison M-76 
+] 
BABSON’S REPORTS 
Wellesley Hills 82, Mass. 
(WP POS SII 





Beneficial 
Industrial Loan 


Corporation 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 
CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81!/, per share 


$4 Dividend Series of 1948 
$1 per share 


(for quarterly period ending 
June 30, 1949) 


COMMON STOCK 
$.37!/2 per share 
The dividends are payable June 
30, 1949 to stockholders of record 
at close of business June 15, 1949. 


Puiuip KapPINAs 
Treasurer 
June 1, 1949 








Allied Chemical & Dye Corporation 
61 Broadway, New York 


May 31, 1949 
Allied Chemical & Dye Corpor “— 
has declared quarterly dividend No. 113 
of One Dollar and Fifty Cents ($1.: 40} 
per share on thesCommon Stock of the 
Company, payable June 20, 1949, to 
common stockholders of record at the 
close of business June 10, 1949. 


W. C. KING 


. Secretary 








further decline seems inevitable, 
particularly in tires and casings. 
This new trend which began last 
November gathered momentum 
over the last six months, caused by 
tire sales failing to keep pace with 
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the industry’s sales and production 
estimates. Manufacturers today 
are heavily overstocked and if 
sales do not show marked improve- 
ment in the next thirty to forty- 
five days, industry executives fore- 
cast the need for shrinking opera- 
tions virtually back to prewar 
levels. Responsible for this is the 
nationwide sales decline due to 
consumers holding back replace- 
ment purchases for further cuts in 
tire prices. Tire promotions by the 
large companies are said not to 
have brought satisfactory results. 
Though sales to car manufacturers 
continue at high levels, replace- 
ment business makes or breaks the 
industry. 


Pick-Up Uncertain 


There is a chance that tire sales 
will pick up when the hot weather 
sets in; if not, further price and/or 
production cuts appear a foregone 
conclusion with corresponding ad- 
verse earnings implications. In- 
dustry spokesmen recently de- 
clared that sales to date indicate 
that no more than 60 million units 
will be sold in 1949. This compares 
with earlier production estimates 
of over 76 million and 1948 output 
of better than 81 million, and 
would mean a fairly sharp come- 
down. It is not only that domestic 
sales are lagging; export markets, 
too, are shrinking, partly because 
of lack of dollar exchange and 
partly due to growing competition 
with foreign products. 

A partial and perhaps substan- 
tial offset to reduced tire revenue 
is, however, seen in well main- 
tained income from other rubber 
products where growth in such 
lines as foam rubber, chemicals 
and plastics, and military equip- 
ment, should more than counter- 
balance any drop in demand for 
rubber footwear and some other 
non-tire lines. 

Office equipment is selling in 
smaller volume with typewriters 
and other small office machines 
most affected. In this field, too, re- 
adjustment is well under way. De- 
ferred demand has been largely 
satisfied and the days of easy sales 
are over. Except for newly devel- 
oped machines of the heavier 
types, requirements are back to re- 
placement needs and the competi- 
tive element is marked. Generally, 
narrower margins and a lower 
earnings trend is indicated but the 
extent of sales decline depends im- 
portantly on general business de- 
velopments. 

The farm machinery industry, 


contrary to earlier expectations, 
reported excellent first quarter re- 
sults but output trend, and that of 
prices, appears headed lower later 
in the year under the impact of 
slower and more selective demand 
and increased competition. The ad- 
justment phase here has barely be- 
gun but will become more marked 
during the second half of the year 
when earnings are likely to be 
down moderately. The slackening 
domestic demand, as farm com- 
modity prices soften further and 
farm income drops, is not likely to 
be offset by the easing of export 
controls since dollar shortages will 
continue to hamper shipments 
abroad. 

Readjustment in the paper in- 
dustry is in full swing, though so 
far more pronounced on the pro- 
duction front than on the price 
front. Peak output occurred in Oc- 
tober last year and production 
since then has gone down almost 
13% with a further moderate de- 
cline expected during the third 
quarter. The year’s final months 
may bring a pick-up in the wake of 
revival of consumer buying, cur- 
rently pared to the utmost to force 
price concessions and to work off 
high priced inventories. 

The return to a buyers’ market 
primarily reflected slackening re- 
tail trade, general business uncer- 
tainties, high prices; as supplies 
overtook demand, some marginal 
mills were closed while others 
found it necessary to revert to the 
prewar practice of granting dis- 
counts in an effort to stimulate 





The b 





sales. Larger companies have been | 


slow in granting price concessions 
and until these become more wide- 
spread, revival of sales is likely to 
lag as consumers continue hand- 
to-mouth buying policies. First 
quarter sales reflect the initial im- 
pact of reduced sales and weaken- 
ing prices and the squeeze on mar- 
gins should be more pronounced in 
the future. Entrenched concerns 
nevertheless should be able to re- 
port satisfactory operations. 


Adjustment Problems Persist 


For meat packers, 1948 was a 
bad year, and despite rising meat 
supplies and easier labor situation, 
their earning'’s in 1949 are expected 
to show only moderate improve- 
ment. Last year’s results were un- 
satisfactory in spite of mounting 
prices and a huge dollar volume, 
chiefly because of strikes and in- 
ventory problems. This year’s op- 
erations will be impaired by falling 
prices and a reduced dollar volume. 
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The behavior of packing company 


share prices reflects this prospect 
but new headaches include possible 
inventory losses, which LIFO min- 
imizes but does not eliminate, and 
the long run problem of maintain- 
ing adequate profit margins in the 
face of reduced turnover and rigid 
operating costs. A solution of these 
problems is not likely until better 
balance and greater stability be- 
tween live stock costs and meat 
prices is achieved, and this may 
not come until 1950 or later. Ad- 
justment problems thus will con- 
tinue to plague the industry for 
some time. 


Easier Sledding 


In the manufactured food field, 
the bulk of adjustment problems 
was probably seen, and met, last 
year, and this year should prove 
easier Sledding. Selling price cuts 
are likely to stimulate volume and 
overall output should match that 
of 1948 despite expectation of some 
decline during the latter half of 
this year. However, the present 
rate of production is near the post- 
war high. Declining raw material 
prices may cause some inventory 
losses but these are apt to be mod- 
erate since processors throughout 
are practicing cautious inventory 
and buying policies. 


Another relatively favorably 
situated industry is the tobacco 
industry which unlike most others 
may increase production somewhat 
this year in the cigarette field. In- 
dications are that cigarette con- 
sumption will at least be well 
maintained and a further gain 
would not be surprising. Recession 
in consumer income traditionally 
has little effect on habits of cigar- 
ette smokers and the market is 
continually being broadened by the 
increasing population and con- 
stant advertising. Hence the bot- 
tom of the decline that has devel- 
oped some time ago should be only 
moderately below postwar peaks 
and well above prewar levels. By 
way of contrast, cigar makers will 
be more affected, not only because 
of lower consumption but also due 
to reduced prices and resultant 
narrower profit margins. 

The shoe industry appears well 
deflated, with output probably 
down about as far as it will go. On 


}a per capita basis, it is no larger 


than in 1940. While production- 
wise, no further significant con- 
traction appears likely (apart from 
seasonal fluctuations), some price 
problems remain despite the fact 
JUNE 
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that average prices have been re- 
duced. Consumer resistance to high 
shoe prices persists, a factor that 
has been mainly responsible for the 
serious deflation in the industry 
from postwar peaks which culmi- 
nated early in 1946. 


Basically, price adjustment will 
prove the knottiest problem of the 
recession and its solution will be 
an important key to recovery. In- 
dustry generally is caught between 
the need for lower prices to un- 
cover new strata of demand and 
their own burdens of rigid wage 
scales, declining volume and gener- 
ally high overhead. It is stalled in 
a tug of war between buyers and 
sellers, and in many fields the lower 
prices expected by consumers have 
been delayed by the protracted 
period of inventory reductions and 
wage cost uncertainties. Many 
manufacturers are still saddled 
with high priced inventories which 
they must work off before they can 
reduce their own selling prices. 
Steel is a good example. Some com- 
panies still hold large scrap inven- 
tories acquired at high cost, thus 
are unable to profit for some time 
from the 50% drop in scrap prices. 


Inventory Problems 


As it is, inventory accumulation 
during the last nine months of 
1948 amounted to $3 billion and 
while voluntary accumulation has 
definitely ended, the total remains 
large. Inventories so far have not 
been cut much though the process 
latterly may have been speeded up. 
Stocks in manufacturers’ hands, 
for instance, at the end of March 
were $31.7 billion compared with 
$32 billion at the end of February. 
By April they were still $31.4 bil- 
lion, a relatively small net decline. 
In some hands, undoubtedly, un- 
sold stocks have accumulated while 
certain industries, such as non- 
ferrous metals, have pared inven- 
tories sharply. The fact remains 
that overall stocks, acquired at 
high prices, remain very substan- 
tial and their disposal slow because 
of reluctance or inability to cut 
prices. 

Ultimately falling sales will 
force lower prices through the ef- 
fects of competition and while this 
may involve inventory losses, 
many corporations are well pro- 
tected against this contingency. 
Declines in basic commodities are 
beginning to be passed on, in some- 
what greater measure than here- 
tofore, to consumers but not until 
buyers are convinced that prices 
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HE Board of Directors has this day 
declared the following dividends: 





FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable July 1, 1949 to 
holders of record at the close of busi- 
ness June 17, 1949. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 


payable July 1, 1949 to holders of 
record at the close of business June 
17, 1949. 

COMMON STOCK 
60 cents per share, payable June 30, 
1949 to holders of record at the close 
of business June 17, 1949. 


R. O. GILBERT 
Secretary 
June 7, 1949 ‘ 













CANADA DRY || 
DIVIDEND NOTICE | 


The Board of Directors of Can- 1 hes 
ada Dry Ginger Ale, Incorpo. [24] 
rated, at a meeting thereof held 
on May 24, 1949 declared the 
regular quarterly dividend of SS ES 
$1.0625 per share on the $4.25 FPF: 
Cumulative Preferred Stock and ele 
a dividend of $0.15 per share on ls 
the Common Stock: both pay- 1S 
bes able July 1, 1949 to stockhold- T4E 
eS ers of record at the close of busi- : 
3 ness on June 15, 1949. Transfer 
books will not be closed. Checks 
will be mailed. 


Wo. J. WILLIAMS. 


V. Pres. & oe : 


















































THE TEXAS COMPANY 


A dividend of 75¢ per share or three per 
cent (3%) on par value of the shares of 
The Texas Company has been declared 
this day, payable on July 1, 1949, to 
stockholders of record as shown by the 
books of the company at the close of busi- 
ness on June 10, 1949. The stock trans- 
fer books will remain open. 

| L. H. LINDEMAN 

| May 27, 1949 Treasurer 
SL LL A AE SN 








. 187th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 
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are once more firmly set, can we 
expect demand to revive on a 
broader scale and production to 
move ahead. This will take some 
time. It may be speeded by wider 
realization in business that prompt 
adjustment of prices will be the 
quickest and most effective cure 
for the present slump. Holding out 
until high priced stocks are sold 
will not do, if only because urgent 
needs are filled and new purchases 
can be postponed, or held to a 
minimum. 





Undervalued and 
Overpriced Securities 
in Today’s Markets 





(Continued from page 272) 


Owens-Illinois Glass 45%, Stude- 
baker, and Wilson & Co. 53%. 
These alignments show that it is 
difficult if not impossible to asso- 
ciate at all times quality with ex- 
tent of price decline though a 
basic relationship cannot be 
denied. In some cases the mar- 
ket’s judgment may well be ques- 
tioned; in others it may reveal 
considerations that may have 
escaped attention. 

It is interesting to note how 
the ratio of decline for Hudson 
Motors, previously discussed, dif- 
fers from the percentage loss 
shown by Studebaker ; the former 
sold off 71%, the latter 53%. Ob- 
viously market opinion is more 
sanguine as to Studebaker’s abil- 
ity to hold on to postwar market 
gains, and in this it may be quite 
correct. Or compare General Elec- 
tric with Westinghouse; the for- 
mer declined 33% from its 1946 
high, the latter 46% ; the obvious 
implications are that GE’s earn- 
ings may hold up better than 
those of Westinghouse. By the 
same token, Nash-Kelvinator’s 
decline of 57% appears expres- 
sive of the vulnerability of both 
its automobile and appliance lines 
under keener competitive condi- 
tions. 

In glancing over our tabulation, 
we also find that only American 
Hide & Leather, and Servel have 
appreciably approached their 
1942 lows. The reasons are not 
hard to find. The former is back 
to its marginal earnings position 
while Servel is battling keen com- 
petition and deficit operations. 
Operations for the six months 
ended April 30 produced a deficit 
of 83c a share compared with pre- 
ceding year’s net profit of $1.07. 
It will take some time until prod- 
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ucts and operations can _ be 
streamlined down to get the com- 
pany out of the red. 

Another interesting compari- 
son is that of various meat 
packers. Cudahy Packing is down 
65% from its 1946 high, Swift & 
Co. 31% and Wilson & Co. 53%. 
These ratios roughly reflect the 
varying degrees of earnings de- 
cline among the companies. Cuda- 
hy was the worst sufferer with 
net profits last year down to 36c 
per share from $4.32 a year ago. 
Those of Swift held up quite well, 
amounting to $3.02 compared 
with $3.77. Profits of Wilson & 
Co. fell off to $2.70 from $6.82. 
The sharp price decline of Wilson 
does not do full justice to the fact 
that the company has made excel- 
lent progress in putting its finan- 
cial house in order, placing the 
stock in a sounder position; nor 
does it pay attention to the high 
dividend yield. Earnings pros- 
pects, as observed elsewhere, are 
seemingly the leading if not sole 
price determinant in today’s mar- 
ket and the earnings outlook for 
meat packers, of course, still 
holds a great deal of uncertainty. 





The Trend of Events 





(Continued from page 264) 
for various industries and con- 
sumers. Steel will be cheaper to 
the average consumer under a 
freight absorption system, and 
the possibility of a return of bas- 
ing point pricing (which involves 
freight absorption) becomes an 
added factor in the future course 
of the steel market as distinct 
from the possibilities of lower 
prices which steel executives do 
not forecast at this time. The ce- 
ment industry, and many others, 
will likewise be importantly 
affected. 

When the Senate recently 
passed a permanent measure per- 
mitting any manufacturer to ab- 
sorb freight provided there is no 
conspiracy to restrain trade, there 
was an immediate soaring of 
hope. The measure still has to 
pass the House, but recent prog- 
ress has been greater than antici- 
pated, holding promise of early 
enactment, which as far as steel 
is concerned would be particularly 
significant to the Pittsburgh re- 
gion where local steel output is 
greater than consumption. 

Whatever the product, return 
to freight absorption, a time hon- 
ored and on the whole equitable 
and successful device, will make 
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for lower prices in most instances 


and at the present stage, anything 
that tends to lower prices should 
be welcomed. During the period 
of shortages and urgent demand, 


abandonment of basing point} 
pricing under a Supreme Court! 
edict was of relatively little im-| 
mediate practical significance} 
With the return of normal condi-} 
tions, its adverse impacts in the} 


form of unnecessarily high prices 
and possibly severe dislocations 
would be pronounced. 





As | See It! 





(Continued from page 265) 
loaded the taxpayer, caused waste 
and inefficiency and imposed un- 
due austerity on the masses. The 
masses don’t like it and are begin- 
ning to wonder. Their experience 
with socialism hasn’t quite turned 
out as they thought it would. 
Therein lies food for thought for 
us too. 





Market In Critical Test 





(Continued from page 267) 
advised maintenance of 25% re- 
serves in average accounts. Under 
present uncertainties, we do not 
think that is conservative enough ; 
as a precautionary measure, we 


recommend that reserves be 


doubled to 50% by selling more 
speculative stocks, including the 
potential market leaders previous- 
ly recommended by us, retaining 
only relatively stable income pro- 
ducers. 

—Monday, June 13. 


BOOK REVIEW 
{LN PIS INSIST 


MAJOR ECONOMIC CHANGES 


iN 1948 
By United Nations Dept. of Economic Affairs 


This is the third of a series of re- | 


ports dealing with world economic con- 
ditions. The purpose of the present pub- 
lication is to make generally available 
a preliminary review of important eco- 
nomic developments which occurred dur- 
ing 1948. The first part of the text pro- 
vides a broad picture of the main 
economic developments; considerable de- 
tail of factual data is presented in the 
second part. Among the subjects cov- 
ered are the world supply of commodi- 
ties, inflationary and deflationary devel- 
opments, and international trade and 
finance. The book is well worth reading 
and provides a wealth of vital statistics. 


Columbia University Press $1.00 
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Investment Program 
- Provided by THE FORECAST 
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In this market setting when the investment action you 
take is vital to preserving and building capital and 
income ... we suggest that you turn to THE ForRECAST just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. ForEcAST SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When fo Sell 

Our weekly market forecast ... with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 
Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 
selection and proper timing key- 





note FORECAST SERVICE. 





given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs . . . 
are Dow Theory Interpreta- 


Have The Forecast Serve You 
...in Safeguarding Your Capital 


4. Continuous Consultation 


You are welcome to consult us 


tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
shows significant indications at 
this time. 


and Income Now 


...in Building Dynamic Profits 
as The Turn Comes 


The specialized service of The Forecast can 
be of the greatest value to you in bulwarking 
your investment position to weather the 
crucial phases of adjustment just ahead... . 
in taking advantage of the coming cyclical 
turn and the outstanding profit opportunities 
to be open in greatly underpriced situations. 


. .. by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold ... switch . . . or close 
out. 


A Plus Service . . . These con- 





2. Definite Advices on Intrin- 














sultation privileges alone can be 





sically Sound Issues 

All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in profit leaders .. . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 


look. 


Enroll NOW for the protection and advantages of Fore- 
cast Service .. . especially under today’s conditions. At 
this time, you also have the advantage of our Special 
Offer of Free Service to July 15. Mail the coupon below 
today. 























° moe ae ee FREE SERVICE TO JULY 15, 1949 fe ee ee oe ‘ 
Mail Coupon | oe 
| THE INVESTMENT AND BUSINESS FORECAST I 
Toda / | of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. ] 
y. | I enclose (1) $60 for 6 months’ subscription; [J $100 for a year’s subscription. | 
S e ] Off | (Service to start at once but date from July 15, 1949) ] 
pecia er | SPECIAL MAIL SERVICE ON BULLETINS } 
Air Mail: 1.00 si hs; 2.00 Tel h 11 i icipati of 
6 MONTHS' 60 pred year in 0. ¢ lg Bh . os 0 iaumune Pha ay vets ao Bo gag 
SERVICE 5 Special Delivery: [ $4.00 six months; to buy and when to sell . . . when to ex- 
| C) $8.00 one year. pand or contract my position. ] 
MONTHS’ | | 
12 service S100 = | Nem 
| Address | 
Complete service will start at | ] 
once but date from July 15th. | City State 1 
Subscriptions to The Forecast | Your subscription shall not be assigned at List up to 12 of your securities for our ] 


JUNE 18, 1949 


° any time without your consent. 
are deductible for tax purposes. T= easiest 


initial analytical and advisory report. 
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1924 through 1935 
SHOWN IN THE 


SPECIAL EDITION 
GRAPHIC STOCKS 


If ever a complete cycle was demon- 
strated it was within the 1924-1935 
period. Knowing the Market Cycle in 
its extreme form will help you deal 
with any market shift. 


This SPECIAL EDITION contains 774 
stocks and is the only Chart Book of 
its kind showing these early prices. 


Single Copy ..... $15.00 


SPECIAL OFFER 


Three Editions of GRAPHIC STOCKS: 
1924 through 1935, 1936 through 1946 
and Current edition (952 charts) 1938 
to date. 


ALL THREE for only—$25.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 











PRACTICAL ADVERTISING 
By Harry P. Bridge 


This book presents the entire busi- 
ness of advertising planning and prep- 
aration in an extremely practical man- 
ner. It also corrects certain misconcep- 
tions about the nature of advertising 
that have often crept into advertising 
training. 


In this single volume are presented 
detailed analyses of such fundamental 
factors as direct-mail and mail-order 
advertising; retail advertising; outdoor 
advertising; trade and industrial ad- 
vertising; booklet, catalog, and miscel- 
laneous literature preparation; dealer 
aids; and various others frequently 
neglected altogether in advertising texts 
or covered only perfunctorily. 


Every subject is covered so thorough- 
ly that this volume should prove of in- 
calculable value both to the big and 
small advertiser, and also to the novice 
and experienced advertising man. 


Rinehart & Co., Inc. $6.50 
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BOOK REVIEWS 





THE EPIC OF AMERICAN INDUSTRY 
By James Blaine Walker 

This book tells the story of the rise 
of industry, commerce, communication 
and business in America. It is a record 
of the trials and triumphs of little busi- 
ness and big business, of trader, farmer, 
workman, entrepreneur, merchant and 
manufacturer. 

From a lifetime of historical study, as 
well as active business practice, James 
B. Walker has written an absorbing ac- 
count of our industrial development. His 
popular interpretation, testifying to the 
achievements of American drive, enter- 
prise and ingenuity, throws fresh light 
on the forces that have advanced our 
national aspiration for freedom and for 
abundance. 

The story starts with the Jamestown 
colony and covers the crucial periods of 
development in manufacture, in fiscal 
control, in foreign trade and transpor- 
tation by land and water. The acceler- 
ated expansion of the post Civil War 
period is recounted in detail, and the 
book reaches its climax in the record of 
events leading up to the production 
achievements of World War II. 
Harper Bros. 


OUR NATIONAL DEBT 
By the Committee on Public Debt Policy 

The enormous national debt of over 
two hundred and fifty billion dollars di- 
rectly affects the life of every American 
citizen. It influences business and em- 
ployment, the incomes people receive, 
their cost of living, and the future value 
of their savings. The state of the na- 
tion’s economy in the years ahead will 
depend largely on the way we interpret 
and manage this debt today. 

Here, in non-technical language, the 
Committee on Public Debt Policy pre- 
sents a broad appraisal of the national 
debt and offers a practical program for 
controlling it with safety. The debt is 
studied first in terms of our previous 
war expenditures, then in relation to its 
present-day effect on banking, insurance, 
savings, interest rates, the national bud- 
get, and the public welfare. The Com- 
mittee finds that our country’s economy 
has corne through the first postwar ad- 
justment with far higher production and 
employment than was expected. In fact, 
the Committee finds no cause for hys- 
terical alarm over the size of the debt, 
but rather the need for a sound debt 
policy that will enable us to meet our 
domestic and international obligations, 
pay down the debt comfortably, and still 
maintain our incomparably high stand- 
ard of living. 
Harcouit Brace 


$5.00 


$2.50 


THE MAGAZINE OF WALL STREET) 


THE ECONOMIC MIND 
IN AMERICAN CIVILIZATION 
Volume Ill: 1865-1918 


By Jose)>h Dorfman 


The new volume in Joseph Dorfman’s} 


monumental study of The Economy 


Mind in American Civilization covers} 
the period from the end of the Civil War} 


to the end of World War I. After com- 
merce, says Mr. Dorfman, industry. And 
as the first two volumes, 1606-1865, 
focused on foreign commerce, so this 
volume portrays the growth of industry 
and industrial life in America. 

Mr. Dorfman makes of economic 
thought not an autonomous intellectual 
island, but an integral factor in the de 
velopment of American culture. There 
are here, to be sure, new and enlighten- 
ing studies of the professional econo- 
mists and economic thinkers who had the 
most profound effect in this period— 
Henry George, John Bates Clark, Thor- 
stein Veblen, Wesley C. Mitchell. But 
great weight is given also to the place of 
non-professional economic thought, in 
the novel, the sermon, the newspaper, for | 
this is an age which took more of its 
economics from Edward Bellamy’s Look- 
ing Backward than from Karl Marx. 











The book is a complex fabric of primary | 
materials. As the economic thinkers | 
speak for themselves, there emerges a 
picture of an age heterogeneous and yet 
somehow cohesive, dynamic and enor- 
mously complex, an age beginning to 
make terms with a world not too unlike 
our own. 
Viking $6.00 
SOURCES OF BUSINESS 
INFORMATION 


By Edward T. Coman, Jr. 


In the business world, where change} 
is continuous and inevitable, keeping 
abreast of new products and methods is 
of utmost importance to survive the 
constantly increasing competition. This 
book was designed to assist the top-| 
notch executive and struggling con- 
tender in the intricate job of improving 
their own concerns by providing them 
with the means of locating that elusive 
statistic, answering a specific problem, 
and giving them a broad picture of the 
business situation. This volume fur- 
nishes the key to may storehouses of in- 
formation—public libraries, special li- 
braries, and the reference sources pre- 
sented in yearbooks and handbooks. Well 
arranged and excellently indexed, this 
book should find a permanent place in 
every business man’s library. 


Prentice-Hall, Inc. $6.00 
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The 7,500,000 workers who are each investing on the 
average of $20 per month in Savings Bonds 


Here’s a sales force that’s helping to win economic peace 
of mind for the nation. It already has dealt heavy blows 
to inflation, fear, and doubt. This sales force is comprised 
of people who really are doing something to build security 
and protect the American way of life. 

They are building security for themselves by buying 
Bonds. Every $3 they invest will pay $4 at maturity. 
They ere building security for their companies. As 
each Bondholder’s own sense of security increases with 
his Bond purchases, he becomes a better worker. Plant 
morale improves. Production increases. Absenteeism, 
labor turnover, and the accident rate all decline. Concur- 








The executives of the more than 20,000 companies that have 
sponsored the Payroll Savings Plan 


tk eee 





The employees who serve as volunteers selling U. S. 
Savings Bonds to their fellow employees 


rently relations between employer and employee improve. 


They are building security for the nation. Savings Bond 
dollars are deferred purchasing power—an assurance of 
good business to come. The Treasury uses net Savings 
Bond dollars to fight inflationary credit potential in the 
banking system by retiring short-term bank-held Federal 
securities. 

If your company isn’t an active part of this sales force, 
better join now and get in on the benefits! Full informa- 
tion is available from your State Director, Savings Bonds 
Division, U. S. Treasury Department. Phone him or 
write the Treasury Department, Washington 25, D. C. 





The Treasury Department acknowledges with appreciation the publication of this message by 


THE MAGAZINE OF WALL STREET 





This is an official U. S. Treasury advertisement prepared under the auspices of the Treasury Department and The Advertising Council. 
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UNITED STATES STEEL CORPORATION SUBSIDIARIES 


UNITED STATES STEEL 





Helping to Build a etter 


HESE beautiful, wide, straight, 
smooth roads you’ve been wishing 
for, are really on their way. The magnifi- 
cent plan of interstate highways, greatest 
road program in U. S. history, is already 
taking form at the rate of 700 million 
dollars worth of construction per year. 

37,681 miles of swell driving .. . direc* 
travel from any part of the country to 
any other part... routes north and south, 
east and west, and diagonal routes as well 
... big highways directly serving prac- 
tically all cities of 50,000 population or 
more... 

This is part of the better America that 
our generation is building. It’s taking 
plenty of brains. Plenty of manpower. 
Lots of cement. And lots of steel. 

And this is just one of the many places 
where steel is being used today to make 
life better for all of us. 

United States Steel has been working 
at capacity to supply steel of the right 
quality and in the greatest possible quan- 
tity, to help build a better America. Not 
only for those super-highways— but also 
for housing, for automobiles, for railroad 
equipment, for bridges and tunnels, for 
national defense—and for your home. 


Never before has there been so much 
constructive need for steel. Nothing can 
take its place. Out of United States Steel’s 
laboratories have come better, stronger 
steels to meet today’s exacting demands. 
In United States Steel plants, produc- 
tion has been breaking all peace-time rec- 
ords. And United States Steel’s 900 
million dollar plant improvement and 
expansion program, now nearing comple- 
tion, will provide still more steel to help 
build a better America. 


This label is your guide to quality Steel. 
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